R BN N N N BN BN S BE BN BN B BR D IS B B .

e

0%

A7 TR

FORM 6-K

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549 |

REPORT OF FOREIGN ISSUER

- Pursuant to Rule 15d-16 of
the Securities Exchange Act of 1934

For the month of March, 2002

STOLT OFFSHORE S.A.

(Translation of registrant's name into
English)

c/o Stolt Offshore M.S. Ltd. ‘ PRO Cg‘f S Qﬁ@
Dolphin House U mbs I ihed

Windmill Road MAY | & 2@@2
Sunbury-on-Thames .
Middlesex TW16 7HT - . ;ﬁ'&ggﬁ
ENGLAND - ‘

(Address of principal executive offices)

o &8

6-K/SOSA-AGM-02




In accordance with General Instruction B, item (iii), included in this filing of
Form 6-K are the following materials regarding Annual General Meeting for Stolt Offshore
S.A., a Luxembourg company, to be held on May 2, 2002, together with Annual Report to
Shareholders covering the Company's fiscal year ended November 30, 2001:

1. Chairman's letter dated March 26, 2002 infer alia advising of Annual General
Meeting and of Shareholder Information Meetings to be held in New York Clty on
March 28, 2002 and in Oslo, Norway on April 3, 2002.

2. Notice of Annual General Meeting dated March 26, 2002, with (i) biographies of
Director nominees and (ii) unconsolidated financial statements of the Company
(including Statutory Auditors' Report and Directors' Report) forming a part thereof.

3. Annual Report to Shareholders in respect of the Company and its subsidiaries on a
consolidated basis.

4. Depositary's Notice (of Citibank, N.A.) re Annual General Meeting of Stolt Offshore
S.A.

3. Blank form of front and back Proxy Card/V otmg Instructions for American
Depositary Shares (ADSs).

The above materials were mailed on March 26, 2002 by Citibank, N.A. to all holders of
American Depositary Shares (ADSs) (each of which represents one Common Share of the
Company) of record as of March 22, 2002.
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Stolt Offshore S.A. [:i

A subsidiary of c/o Stolt Offshore M.S. Limited “Tel:  + 44 1932 773700
Stolt-Nielsen S.A. Dolphin House Fax: + 44 1932 773701
Windmill Road www.staltoffshore.com

Sunbury-on-Thames
Middlesex TW16 7HT
England

March 26, 2002

' DEAR SHAREHOLDER:

The Annual General Meeting of Shareholders of Stolt Offshore S.A. will be held on Thursday, May 2,
2002 at 3:00 p.m. at the offices of Services Généraux de Gestion S.A., 23, avenue Monterey, L-2086
Luxembourg.

Due to the fact that the Company is a Luxembourg holding company, our affairs are governed by the
provisions of the Luxembourg Company Law. Under these provisions and the provisions of the Company’s
Articles of Incorporation, the Annual General Meeting relates to and considers matters of a more formal
nature, including the affairs of the holding Company on an unconsolidated basis. The matters to be
addressed at the Annual General Meeting are restricted to those on the attached Notice.

In line with previous practice, we will also be holding informal shareholder information meetings in
the U.S. and in Norway. Presentations concerning the Company’s business will be made, followed by a
question and answer session. The meeting in New York City will take place on Thursday, March 2§, 2002 at
9:30 a.m. at Citibank, 399 Park Avenue, 12th Floor; in Oslo the meeting will be on Wednesday, April 3,
2002 at 8:30 a.m. at Den norske Bank ASA, Auditorium, Stranden 21.

Enclosed with this mailing is the Notice of Annual General Meeting of Shareholders, Proxy Card for
Common Shares relating thereto, together with the 2001 Annual Report to Shareholders. Common
Shareholders of record at the close of business on March 22, 2002 will be entitled to vote at the Annual
General Meeting.

If you wish your Common Shares to be voted at the Annual General Meeting, please promptly sign,
date, and return the enclosed Proxy Card to assure that they will be received in time.

The Company’s Board of Directors recommends that you vote in favor of the matters to be considered
at the meeting.

Sincerely,

JACOB STOLT-NIELSEN
Chairman of the Board

Registered Office: 26, rue Louvigny, L-1946 Luxembourg, Société Anonyme, R.C. Luxembourg B 43172
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Stolt Offshore S.A. | F:i o

Société Anonyme Holding Mailing address:

R. C. Luxembourg B. 43172 ¢/o Stolt Offshore M.S. Ltd.

Registered Office: Dolphin House

26, rue Louvigny ‘ Windmill Road

{1946 Luxembourg Sunbury-on-Thames
Middlesex TW16 7HT
England

NOTICE OF ANNUAL GENERAL MEETING
OF SHAREHOLDERS ON MAY 2, 2002

The Annual General Meeting of Shareholders of Stolt Offshore S.A. (the “Company”) will be held at
the offices of Services Généraux de Gestion S.A., 23, avenue Monterey, L-2086 Luxembourg, on Thursday,
May 2, 2002 at 3:00 p.m., for the following purposes:

(1) To approve the holding of the Annual General Meeting on May 2, 2002, in variation from the
date (third Thursday in April) set forth in Article 25 of the Company’s Articles of Incorporation;

(2) To consider (i) the Report of Arthur Andersen, Luxembourg, Statutory Auditors of the
Company, and (ii) the Report by the Board of Directors of the Company, in respect of the
unconsolidated financial statements of the Company for the fiscal year ended November 30, 2001
(copy attached);

(3) To approve the unconsolidated balance sheet of the Company for the fiscal year ended
November 30, 2001;

(4) To approve the unconsolidated profit and loss statement of the Company for the fiscal year
ended November 30, 2001;

» (5) To discharge the Board of Directors and Statutory Auditors of the Company in respect of the
‘proper performance of their duties for the fiscal year ended November 30, 2001;

(6) To authorize the Company, or any wholly-owned subsidiary, to purchase Common Shares of
the Company, from time to time in the open market and in privately negotiated transactions, at a price
reflecting such open market price and on such other terms as shall be determined by the Board of
Directors of the Company, provided such purchases are in conformity with Article 49-2 of the
Luxembourg Company Law, such authorization being granted for purchases completed on or before
August 31, 2003;

(7) To elect eight directors of the Company to hold office until the next Annual General Meeting
of Shareholders and until their respective successors have been duly elected and qualified (list of
nominees attached); and

(8) To elect the Statutory Auditors of the Company for a term to expire at the next Annual
General Meeting of Shareholders.

The Board of Directors of the Company has determined that Common Shareholders of record at the
close of business on March 22, 2002 will be entitled to vote at the aforesaid meeting and at any
adjournments thereof.

Dated: March 26, 2002

To assure your representation at the Annual General Meeting, Common Shareholders are hereby requested
to fill in, sign, date and return the Proxy Card delivered herewith in the return envelope provided for such
purpose. The giving of such Proxy will not affect such Common Shareholder’s right to revoke such Proxy or
vote in person should you later decide to attend the meeting.
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BIOGRAPHIES OF NOMINEES FOR DIRECTOR
Jacob Stolt-Nielsen

Mr. Jacob Stolt-Nielsen has served as Chairman of the Board of Stolt Offshore S.A. since 1993.
He is currently Chairman of the Board for Stolt-Nielsen S.A. and served as Chief Executive Officer of
Stolt-Nielsen S.A. from 1959 until 2000. He founded Stolt-Nielsen Seaway AS in 1973. He holds a
degree from Handelsgymnasium, Haugesund, Norway. He is a Norwegian citizen.

James B. Hurlock

Mr. Hurlock was appointed a Director of the Company in February 2002. He is a retired partner
of the law firm of White & Case and served as the Chairman of its Management Committee from 1980
to 2000. He participated in the formation and served on the Board of Northern Offshore Ltd. which
during the 1970s operated diver lock-out submarines and provided other services to the offshore oil
industry. He holds a BA Degree from Princeton University, an MA Jurisprudence from Oxford
University and a JD from Harvard Law School. He is a U.S. citizen.

Haakon Lorentzen

Mr. Lorentzen has been nominated to serve as a Director of the Company. He is Managing
Director of Lorentzen Empreendimentos SA of Rio de Janeiro, a diversified holding company with
investments in Aracruz Celulose SA, Cia. Norsul Navegacao and a diversified IT portfolio. He is also a
Director of Aracruz Celulose, Ideiasnet, Advicenet, Intellibridge, CEAL, and WWF Brazil. He holds a
Bachelors Degree in Economics from Pontificia Univesidade Catalica do Rio de Janeiro and a Harvard
Business School Post Graduate Degree. Mr. Lorentzen is a resident of Brazil. He is Norwegian citizen.

Fernand Poimboeuf

Mr. Poimboeuf has been a Director since 1998. He has had a career of 33 years with EIf Aquitaine
that included periods as Deputy General Manager in Gabon, Executive Vice President of Texasgulf Inc.
in Houston and General Manager in Angola. He graduated from the Ecole des Mines in Paris and
specialized in Petroleum Engineering at the University of Texas. He is a French citizen.

J. Frithjof Skouverde

Mr. Skouverge has been a Director since 1993. He is Owner and Chairman of Concentus AS, a
Norwegian/Swedish Industrial Group. He is also a member of the Board of Ocean Rig ASA, an
offshore drilling contractor listed on the Oslo Stock Exchange. He was Chairman of the Board and
Chief Executive Officer of Seaway from 1990 until it was acquired by Stolt-Nielsen S.A. in 1992. From
1985 to 1990 he was President and Second Vice Chairman of Seaway. From 1982 until 1985
Mr. Skouverge served as President of Stolt-Nielsen Seaway Contracting A/S, a predecessor of Seaway.
He holds an MBA from INSEAD and a Masters degree in Mechanical Engineering from the Technical
University of Norway. He is a Norwegian citizen.

Niels G. Stolt-Nielsen

Mr. Stolt-Nielsen has been a Director of the Company since 1999. Mr, Stolt-Nielsen has also
served as a Director of Stolt-Nielsen S.A. since 1996. In 2000 he was appointed to the position of Chief
Executive Officer of Stolt-Nielsen S.A. From 1996 until September 2001 he held the position of Chief
Executive Officer, Stolt Sea Farm. He previously worked in the Stolt-Nielsen Transportation Group. He
is the son of Mr. Jacob Stolt-Nielsen. He graduated from Hofstra University in 1990 with a BS degree
in Business and Finance. He is a Norwegian citizen.

Bernard Vossier

Mr. Vossier has been a Director since 2000 and has served as Chief Executive Officer of the
Company since May 1995. He previously served as Chief Operating Officer of the Company from
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December 1994 to May 1995. He joined Comex, a predecessor to the Company, in 1974 and has held
numerous management positions in operations and marketing. He has a degree in General Mechanics
from the Technical School of St. Vallier. He is a French citizen.

Mark Woolveridge

Mr. Woolveridge has been a Director since 1993 and was elected Deputy Chairman on
February 18, 2002. He held a number of positions with BP since 1968 and most recently served as
Chief Executive of BP Engineering from 1989 until his retirement in 1992. He also was General
Manager, Oil and Gas Developments, responsible for field development projects in the U.K. and
Norwegian sectors of the North Sea, and served on the Board of BP QOil Ltd. He holds a Masters
degree from Cambridge University and is a Fellow of the Royal Academy of Engineering and of the
Institute of Mechanical Engineers. He is a British citizen.
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STOLT OFFSHORE S.A.
(formerly Stolt Comex Seaway S.A.)

DIRECTORS’ REPORT FOR 2001 AND
ANNUAL ACCOUNTS AS OF NOVEMBER 30, 2001 AND 2000

TOGETHER WITH AUDITORS’ REPORT
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s J
ANDERSEN

Arthur Andersen
Réviseurs d’Entreprises

6, rue Jean Monnet
L-2180 Luxembourg

Téléphone +352 42 22 33-1
To the Shareholders of Fax +352 42 22 32

Stolt Offshore S.A. www.andersen.com

We have audited the accompanying balance sheets of Stolt Offshore S.A. (a Luxembourg holding
company) as of November 30, 2001 and 2000 and the related statements of profit and loss for the
years then ended, and have read the related Directors’ Report. These financial statements and the
Directors’ Report are the responsibility of the Board of Directors. Our responsibility is to express
an opinion on these financial statements based on our audit and to check the consistency of the
Directors’ Report with them. A

We conducted our audit in accordance with International Standards on Auditing. Those Standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statements presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the -financial statements referred to above ‘give, in conformity with the
Luxembourg legal and regulatory requirements, a true and fair view of the financial position of
Stolt Offshore S.A. as of November 30, 2001 and 2000 and the results of its operations for the

years then ended.

The Directors’ Report is in accordance with the financial state

V\DERSEN
Auditors
2

March 1, 2002

Societe Civile
BP 2381 L-1023 Luxembourg TVA LU 157 907 21
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STOLT OFFSHORE S.A.
Societe Anonyme
Luxembourg, 26, rue Louvigny, L-1946
R.C. Luxembourg B. 43.172

Report of the Board of Directors to the Annual General Meeting of
Stolt Offshore S.A.
to be held at the offices of Services Generaux de Gestion, Gestion S.A.,
23 avenue Monterey, L - 2086 Luxembourg.
May 2, 2002

Gentlemen:

We are pleased to submit for your approval the Balance Sheet as of November 30, 2001 and the Statement of
Profit and Loss for the year ended November 30, 2001.

The investment in and advances to subsidiaries amounted to U.S. $677,072,000 at November 30, 2001. There
were no dividends declared by and receivable from subsidiaries at November 30, 2001. The net profit for the
year ended November 30, 2001 was U.S. $nil. No dividends were declared or paid during 2001 or 2000.
Retained earnings to be carried forward are U.S. $nil.

By specié} vote we ask you to discharge the Directors and the Statutory Auditors of the Company for the year
ended November 30, 2001.

Furthermore, we request that you elect the Statutory Auditors of the Company for a new statutory term of one
year.

Finally, we request you to re-elect as Directors of the Company, Mr. Jacob Stolt-Nielsen, Mr. Fernand
Poimboeuf, Mr. J. Frithjof Skouveroe, Niels G. Stolt-Nielsen, Mr. Bernard L Vossier and Mr. Mark
Woolveridge. Mr. Haakon Lorentzen and Mr. James B Hurlock have been nominated for election at the
forthcoming Annual General Meeting and Mr. Christopher J. Wright, Mr. John P. Laborde and Mr. Pierre
Laborie will be retiring at the Annual General Meeting on May 2, 2002.

for ——

Bernard L. Vossier J. Frithjof Skouveroe

March 1, 2002
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Ll . | STOLT OFFSHORE S.A.

'STATEMENTS OF PROFIT AND LOSS
FOR THE YEARS ENDED NOVEMBER 30, 2001 AND 2000

(in thousands of United States dollars)

2001 2000
EXPENSES
j Parent company guarantees - charges 2,341 2,441
g ]’3 Other charges ' 1,286 449
: _3.627 -2.890°
: EXTRAORDINARY EXPENSES »
Loss on sale of investment - 1.996
INCOME
Parent company guarantees - reimbursements 2,341 2,441
Other cost reimbursement income 1,280 437
Interest income 6 12
)
!
| : 3,627 2,890
EXTRAORDINARY INCOME
Reimbursement of loss on sale of investment - 1,996

NET INCOME FOR THE YEAR | -

The accompanying notes are an integral part of these financial statements.
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STOLT OFFSHORE S.A.
Notes to the financial statements as of November 30, 2001 and 2000

(Currency - United States dollars)

ORGANIZATION

Stolt Offshore S.A;, formerly Stolt Comex Seaway S.A., (“the Company”) is a holding company incorporated
under the laws of Luxembourg on March 10, 1993.

The object of the Company is to invest in subsidiaries which will provide technologically sophisticated offshore
and subsea engineering, flowline, trunkline and pipeline lay, construction, inspection and maintenance services,
predominantly for the offshore oil and gas industry. More generally, the Company may invest in any manner in
all commercial, industrial, financial and other enterprises of Luxembourg or foreign nationality through the
acquisition by participation, subscription, purchase, option or any other means of all shares, stocks, debentures,
bonds or securities; the acquisition of patents and licenses it will administer and exploit; it may lend or borrow
with or without security, provided that any monies so borrowed may only be used for the purpose of the
Company, or companies which are subsidiaries of or associated with or affiliated to the Company; in general it
may undertake any operations directly or indirectly connected with these objects whilst nevertheless remaining
within the limits set out by the law on holding companies of the 31st of July, 1929,

The registered office of the Company is at 26, rue Louvigny, L - 1946, Luxembourg.

The Company is exempted from preparing consolidated accounts under Luxembourg corporate law. However, a
consolidation, including the financial statements of Stolt Offshore S.A. and of its investee companies, is prepared
and ultimately consolidated into Stolt-Nielsen S.A (“SNSA”) whose registered office is 23, avenue Monterey, L
- 2086, Luxembourg. The Company is reimbursed by its subsidiaries for certain general expenses incurred on
behalf of the subsidiaries. ‘

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Company maintains its books and records in United States dollars, and presents its annual accounts in
accordance with generally accepted accounting principles in Luxembourg, which include the following
significant accounting policies:

2.1 Investments

Investments are stated at cost less any permanent impairment in value. Earnings in investee companies
are recognized when, and to the extent, dividends are received from investee companies.

2.2 Foreign currency translation

Assets and liabilities stated in currencies other than United States dollars have been translated at the
exchange rate prevailing at the date of the balance sheet. Non-United States dollar denominated income
and expenses are translated at the rate prevailing at the date of the transaction. Realized and unrealized
exchange gains and losses are recorded in the statement of profit and loss.

Investments stated in a currency other than United States dollars are recorded and maintained at
historical cost. ‘

23 Share Option Plan
The Company has elected to account for its stock based compensation awards to employees and

directors of the Group in accordance with the United States generally accepted accounting principles
requirements under Accounting Principles Board Opinion No. 25.

12 O-lL&g— F-6




3. INVESTMENTS

The investments carried by the Company consist of the following (in thousands of United States dollars):

‘ Share of
] ‘ Percentage held Cost underlying net
| Name of the company Country : equity
2001 2000 2001 2000 2001 2000
o SCS Holdings N.V. Netherlands 100%  100% 245,934 245934 245932 245934
Stolt Comex Seaway B.V. Netherlands 100% 100% 268,935 268,935 591,951 556,534
Jarius Investments Limited  Gibraltar 100% 100% 136,000 136,000 135992 136,000
B SCS Shipping Limited United Kingdom 100% 100% 18,823 18,823 35482 33,840
‘ SCS Holdings Limited United Kingdom 100% 100% 7,380 7,380 73,503 74,758

The underlying equity of $1,082,860,000 (2000:.$1,047,066,000) is based on financial statements (translated at
o the year-end exchange rate) in which the accounting policies of the applicable countries of incorporation which
o may differ from accounting policies in Luxembourg have been applied.

The Directors of the Company believe that these assets are fairly stated and consequently no write-down has been
recorded.

4. SHARE CAPITAL

5 The Company has authorized share capital of 140,000,000 Common Shares, par value $2.00 per share and
! 34,000,000 Class B Shares, par value $2.00 per share. Class B Shares are convertible into Common Shares, on a
two-for-one basis, at any time at the option of the Class B shareholders.

On March 7, 2001, the Company reorganized the share structure of the Company by increasing the authorized
share capital of the Company from 102,000,000 to 140,000,000 Common Shares and reclassifying all
outstanding Class A Shares to Common Shares on a one-for-one basis.

E On February 4, 2000 the Company issued 6,142,857 Class A Shares, which have subsequently been reclassified
to Common Shares on a one-for-one basis, as partial consideration for its acquisition of the French offshore
construction and engineering company ETPM S.A (“ETPM”). ETPM was a wholly owned subsidiary of Groupe
GTM S.A., the construction affiliate of Suez Lyonnaise des Eaux S.A.

During 2000, the Company, through a series of transactions, issued 19,775,223 Class A Shares, which have
subsequently been reclassified to Common Shares on a one-for-one basis, to Stolt-Nielsen S.A. (“SNSA”) for
cash of $200.0 million

On December 7, 1999 the Company issued 1,758,242 Class A Shares, which have subsequently been reclassified
to Common Shares on a one-for-one basis, as partial consideration for its acquisition of the 49% in NKT
Flexibles I/S.

As of November 30, 2001, 70,228,536 Common Shares and 34,000,000 Class B Shares were outstanding. SNSA
hold 42% of the Common Shares and 100% of the Class B Shares which represents an economic interest of 53%
of the Company and 61% of the voting rights.

Common Shares and Class B Shares vote as a single class on all matters submitted to a vote of shareholders, with
each share entitled to one vote, with the exception of recapitalization, reclassification or similar transactions
affecting the relative rights, preferences and priorities of the Common Shares and Class B Shares, which require
: an affirmative vote of the holders of a majority of the outstanding Common Shares and Class B Shares each
o voting as a separate class. With respect to liquidation and dividend rights, the Class B Shares receive $0.005 per
share for each $0.01 per Common Share.
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LEGAL RESERVE

Under Luxembourg law an amount equal-to-at:least 5% of the annual income must be appropriated to a legal
reserve until such reserve equals 10% of the issued share capital. This reserve is not available for dividend
distribution. The legal reserve may also be satisfied by allocation of the required amount at the time of issuance
of shares or by a transfer from share premium., .

SHARE OPTION PLAN

On April 28, 1993 the Company adopted a share option plan (“the Plan”) covering 7.7 million shares represented
by Common Shares, Class A Shares or any combination thereof not exceeding 7.7 million. Since March 7, 2001,
all Class A Share options, when exercised, are automatically converted into Common Shares.

Options may be granted under the Plan which are exercisable during periods of up to ten years. The options
granted under the Plan will be at an exercise price not less than the fair market value per share at the time the
option is granted. The Plan is administered by a Compensation Committee appointed by the Company’s Board
of Directors. Options are awarded at the discretion of the Company to directors and key employees.

The following tables summarize information about share options outstanding as of November 30, 2001:

Options outstanding Options exercisable
. Weighted . Weighted
. Options average Weighted -
Range of exercise . S Number average
. outstanding remaining average . A
price X . exercisable exercise
contractual  exercise price rice
life (years) P
Common Shares
$ 13.56-16.58 800,300 8.79 $14.25 137,625 $16.58
$ 7.82-1112 13,000 9.73 9.81 - -
$ 517 -738 121,830 4.95 5.74 121,830 - 574
$ 271 -3.00 111,750 3.77 2.77 111,750 2.77
, 1,046,880 7.82 $11.98 371,205 $8.87
Class A Shares
$ 12.13-16.58 . 106,250 6.72 $16.18 74,938 $16.44
$ 7.82-11.13 - 1,115,187 8.16 10.21 353,234 10.19
$ 517 -7.38 61,290 4.95 _ 5.74 61,290 5.74
$ 271 -3.00 52,125 3.80 2.77 52,125 2.77
1,334,852 7.73 $10.19 541,587 $9.83

During the year ended November 30, 1998 a subsidiary of the Company acquired the former Ceanic Corporation
(“Ceanic”). As part of the acquisition, holders of Ceanic shares were entitled to exercise all vested and one-third
of their unvested Ceanic options, or to convert any portion thereof to vested Stolt Offshore S.A. Common Share
options.

The company does not have any employees under its direct employment and hence all related costs in the
issuance and exercising of share options are borne by the respective group companies.

Their remaining two-thirds unvested Ceanic shares were automatically converted to unvested Stolt Offshore S.A.
Common Shares at the date of acquisition. The following table summarizes information about these options
which are outstanding as at November 30, 2001: :




-Options outstanding .- -~ - Options exercisable

Weighted .
average Weighted ‘ Weighted
Range of . .. Number average

) . Options remaining average . .
exercise price . . . exercisable exercise

outstanding contractual  exercise price .
\ price

life (years)
Common Shares

$7.82 ~11.20 530,149 5.93 $10.75 464,541 $10.76
-$5.21 - 7.38 112,529 5.50 6.42 99,973 6.43
642,678 5.85 $9.99 564,514 $9.99

COMMITMENTS AND GUARANTEES

The Company has issued performance bonds amounting to $418 million at November 30, 2001. In the normal
course of business, the Company provides project guarantees to guarantee the project performance of subsidiaries
and joint ventures to third parties.

BOARD OF DIRECTORS’ EXPENSES

Fees paid to directors for the year ended November 30, 2001 amounted to $85,000 and for the year ended
November 30, 2000 amounted to $75,000. '

TAXES

The Company has elected to be taxed as a billionaire holding company and is subject to a variable tax rate,
calculated annually with half-yearly advance payments, which is based on certain interest expense, dividends, and
certain compensation paid to non-residents, during the year. The tax rate is currently 3% on the currency
equivalent of the first FLUX 100,000,000 of applicable interest, dividends and compensation and there is a
FLUX 2,000,000 minimum annual tax. For amounts in excess of FLUX 100,000,000, interest is taxed at 3% and
dividends and compensation are taxed at 1.8% on the first FLUX 50,000,000 and 0.1% thereafter. Taxes
charged for the year ended November 30, 2001 and the year ended November 30, 2000 amounted to $45,555 and

$47,619 respectively.
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- We have a rapldly growing worldwide market. Our assets, -

Mission and vision
Stolt Offshore deslgns, procures, bullds, installs and services
a complete range of offshore surface and sulbsurface
infrastructure M the offshore ofl and gas industny mv@dwﬁd@o
[t Is our alm to become the offshore contracter of chalge..
across the whole range of products ane Semdie:
@ﬁf@m We seek to do this by meeting or exesaain
expectations of our customers. We have grew
over the last four years to enable us to deliver ft{‘mﬂg 2,

Qur icdmohofzf@g s and our market positioning are second
to none. We now expect to see much improved profitability
as we go forward.,

Towards tomorrow.
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‘For the year ended November 30

2001 2000 1999
{in millions, except per share data) 5 $ $
Net operating revenue 1,255.9 - 983.4 640.7
Income (loss) from operations 34.1 (5.0) 24.2
Net (loss) income {14.2) (34.4) 16.2
Cash flows from operating activities 4.5 58.2 40.3
(Loss) earnings per share: T ’
Basic (0.16) (0.44) 0.27
Diluted (0.16) {0.44) 0.27
Weighted average of economically equivalent shares outstanding:
~Basic N 87.2 78.8 59.1
Diluted 872 788 29.5
As of November 30 2001 2000 1999
{in millions, except per share data) $ 5 s
Long-term debt and capital lease obligations 358.7 292.5 200.7
Shareholders' equity _ 660.0 8594 4084
Book value per share 757 768 690

2001 operating revenue by region

B  NorthSea26%
North America 22%;: _
South America 4%

Asia Pacific 3% o o
Southern Europe, Africa and the Middle East41%
Corporate 4% j .
Total $1,255.9m
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et fixed assets as of November 30,2001

Construction support shins 72%
Operating equipment 24%
tznd and buildings 2%
Other assets 2%
Total $779.5m
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The ground work has been laid for a much improved 2002.

Stolt Comex Seaway acquired Ceanic of Houston
in 1998 and added $150 million in sales and
1,000 employees and an established presence in
the U.S. Gulf. Stolt Comex Seaway acquired ETPM
of Paris in 2000 and added $475 million in sales
and 2,300 employees and an established presence
in West Africa. Following these acquisitions we
changed our name from Stolt Comex Seaway to
Stolt Offshore. Stolt Offshore acquired Paragon
Engineering Services of Houston and Litwin
Engineering of Paris, now known as Paragon
Litwin, in 2001 and added $70 million

in sales and 600 employees.

ounts
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I am repeating this story even though you all know
it from before, just to illustrate what an enormous
task is involved with integrating, coordinating,
reorganizing and restructuring operations, sales,
marketing, personnel, management, accounting,
reporting, you name it. Qur financial results in
2000 and 2001 must be seen in light of this task.

We are beginning to see results. We are becoming
one homogeneous, single cultured, global,
multinationality Company. Our deepwater
construction technology is second to none.

While the loss of $14.2 million for the year is
disappointing and far worse than it should be,
it is however a significant improvement on 2000.
The delivery of first oil from Girassol was a
tremendous technical achievement and we still
hope to improve the commercial result of this
project. The challenges presented during the

o _ . . - -

Girasso!l installation phase and delays on the
Gulfstream project cost us money. Margins
remained tight throughout the year however we
did see some improvement on the previous year.

The outstanding achievement of the year was the
completion of the first phase of the Girassol field
in Angola, the largest deepwater development to
be brought on stream in the world. Over the four
years of the project, together with our partners,
we have designed and managed the construction
of the world’s largest FPSO and designed, built and
installed all of the subsea architecture including
riser towers, flowline bundles and the offshore
loading system. The know-how and technologies
we developed for this milestone project provide
us with strong competitive advantages for future
deepwater developments.

During the first half 2002 we will finance the
buy-back of 6.1 million shares issued to Vinci as
partial compensation for the ETPM acquisition in
December 1999 at the guaranteed $18.50 share
price. The cash outlay of $113.6 million will be
made when the guarantee comes due in the
second quarter of 2002 and will be funded
through the use of existing Stolt Offshore credit
facilities and the sale of Common shares. In March
of 2001 we reclassified all non-voting Class A
shares into Common shares leaving only one class
of publicly traded shares and improving liquidity.

Despite the present uncertainties on the world
economy and the volatility of the oil price, the

:
.-

We are beginning to see results. We are
becoming one homogeneous, single cultured,
global, multinationality Company. Our deepwater
construction technology is second to none.
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outlook for Stolt Offshore is positive as we are
now equipped for the period of continued strong
growth that we expect to see in the offshore
construction sector. Forecasts of exploration

and production expenditure for 2002 indicate
that our market will grow from $6.8 billion in
2001 to $10.2 billion with the bulk of the growth
in West Africa. We go into the year with a backlog
of $1.6 billion, of which $937 million is for 2002.
This compares to a backlog of $1.2 billion at this
time last year of which $877 million was for 2001.
The projects in backlog have better margins and
less risk than those in 2001 and | am confident
that we will see much improved profitability.

| would like to thank all of our employees in our
expanded group of companies for their continued
efforts, ingenuity, and positive attitude in what
has been a challenging year yet one of considerable
technical achievement for Stolt Offshore.

I %
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Jacob Stolt-Nielsen
London January 30, 2002
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Stolt Offshore participates in every phase of the
Jlife cycle of an offshore oil field from the initial

'seabed survey where a new well may be drilled,
through to the decommissioning of the field at

. the end of its life.

-The engineering phase defines how the offshore
field should be developed. This includes the
design of subsea structures, pipelines and control
systems and fixed or ﬂoatmg production facilities.
Subsea structures and production platforms are
fabricated and transported offshore for installation,
pipelines are laid between subsea wells and
production platforms and from an offshore oil field
to shore.

With the discovery of oil in ever increasing water
depths new technologies are developed for such
tasks as connecting pipelines and infrastructure
in water too deep for divers. Very deepwater field

.deve opments require specialist construction ships

and pipelay barges.

Throughout the life of an offshore oil field a
program of detailed inspection and maintenance
is carried out using divers or remotely operated
vehlcles Eventually platforms and pipelines are
removed from the sea floor.




e lﬂlﬂlllliill'ﬂﬂ!lllll'!lulIIII}II|||||||Il|’l¥l|)|||l||!l|llllllllll|'ll'lllllil




Nl AL ULIYVASS O JCVITYY
A challenging year for the Company.
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2001 was a year in which we hiad considerable
technical success with the TotalFinaEIf Girassol
installation and the laying of 705 kilometers
of 36-inch diameter pipe in the Gulf of Mexico
on the Williams and Duke Gulfstream project.
We also purchased the Paragon and Litwin
engineering companies to grow our conceptual
engineering capability.

West Africa

With oil flowing on the Girassol field we can look
back on fouryears of highly innovative engineering
and installation work to meet the unique challenge
of delivering a low temperature oil from a water
depth of 1,350 meters. The design and build

of the Girassol FPSO, the world’s largest to date,
was a considerable success. Two other significant
industry firsts, were the development of the riser
towers and the achievements of the MATIS™
remotely operated subsea flowline connection
system. The technologies developed for Girassol can
now be extended to water depths of 3,000 meters
for the next generation of deepwater developments.
The majority of the complex fabrication work for
the riser towers, offshore loading system and
suction anchors was undertaken in Angola
through ourjoint venture company with the
Angolan national oil company, Sonangol.

In Nigeria we completed the fabrication of offshore
platforms for TotalFinaElf Amenam project and
Shell, with a safety and quality performance equal
to the highest international standards. These

projects required over one million man-hours at
our fabrication yard at Warri. We have also won
a new package of work from Shellin Nigeria,
This includes the deepwater Bonga project, the
Offshore Gas Gathering System pipelay and the
Forcados Yokri field redevelopment.

North Sea - U.X.

In the U.K. region we have regained the market
share that we lost in 2000 with better margins

as market volume returned to 1999 levels. BP

was once again our major customer with several
significant construction projects and the long-term
maintenance and repair program. We also
undertook a number of the smaller tie-back and
construction projects that are now typical of the
U.K. sector.

North Sea — Norway

In Norway we were successful in winning over
$100 million of work during the year. The very
successful and long-term Stolt-Halliburton joint
venture which now has a major repair program
ongoing, provided valuable work through the
winter and-into the summer months of 2002.

Brazil

In Brazil we had an excellent year with good
performance from both of our ships on long-term
contracts. The Seaway Harrier contract was
renewed in March for an additional fouryears and
a new contract for the upgraded Seaway Condor
was signed in June for a period of four years, with
an extension option of an additional fouryears.

We are concentrating our efforts on improving our
risk management and project performance and we
are now achieving better results. Our management
team, and ouronshore and offshore staff have
made a good start in delivering improvements

in some of our operations and { will ensure this
initiative now continues on every project.

2% 58
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North America

In North America we have now firmly established
our position as a major offshore contractor, with
2001’s significant project program behind us.
The Seaway Falcon spent more than six months
undertaking a number of tie-backs and deepwater
pipelay projects. The Gulfstream project, which
was bid with a low margin in an oversupplied
market for large diameter pipelay barges,
completed the pipelay program before Christmas,
leaving the trenching and tie-ins for the early part
of 2002. After getting off to a slow start our LB200
laybarge worked well. Unexpected bad weather
and trenching problems however cost us a full
month of production from the DLB 801.

Asia Pacific

In Asia Pacific, after reassessing our strategy, we
are now back to running a profitable operation
focused on our established core business of pipelay
and diving services in Indonesia. As the deepwater
high-tech projects planned for this region
materialize we will be able to offer our engineering
and installation skills from other parts of the world.

Qutlook

As we go into 2002 with some 70% of our revenue
target for the year in hand, | look forward to a year
in which we will continue to see both improved
margins and performance as the market for our
services continues to grow.
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Bernard Vossier
London January 30, 2002
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The market for which Stolt Offshore competes is expected to grow by 50% in 2002 to $10.2 billion.

;

The majority of this growth comes from deepwater projects of West Africa.

Market fundamentals

The long-term demand picture from McKinsey,
reproduced in chart 01, indicates thatin 2020
an additional 65 million barrels of oil per day
need to be produced to meet demand given

the current rates of depletion in producing fields.
This additional volume equates to 87% of tota!
world production in 2000. Although this is a very
long-term view we are convinced that the general
demand trend will continue to grow. ltis already
evident that spare oil production capacity is
rapidly diminishing, as shown in chart 02 from
Pareto Fonds.

The large offshore projects which are progressively
providing most of our work will not be affected by
the slowing of the economy or current uncertainties
on oil price. The market for which Stolt Offshore
competes is expected to grow by 50% in 2002,
from $6.8 billion to.$10.2 billion. This growth
comes primarily from the complex deepwater
projects of West Africa that are progressively
producing a larger share of world oil production
with attractive economics. We expect to see this
growth trend continue.

Africa

In West Africa we expect to see a $5.3 billion
market in 2002. This is 52% of the world market,
up from 36% in 2001. The complex deepwater
projects account for the bulk of this market
growth, We expect to see the Exxon Mobil Erha,
TotalFinaE!f Dahlia, Chevron Texaco Sanha
Bomboco, Benguela Belize and Agbami projects
and the BP Plutonio developments awarded in
2002 or early 2003.

North Sea ~ U.K.

The U.K. market is expected to remain at about
$960 million, as in 2001. New field developments
and a number of marginal fields together with the
annual maintenance and repair programs will
continue to provide steady levels of work.

North Sea - Norway

The Norwegian market is predicted to remain
at $470 million as in 2001. Major new projects
in this region such as Snoehvit, Kvitebjoern
and Orman Lange are expected to come into
the market from 2004, however we expect to
see more marginal field developments and the
substantial maintenance and repair market to
continue to provide a steady level of work.

Despite uncertainties over world economies
and oil price, depletion from producing oil
fields continues to drive demand growth as
the availability of spare production capacity
over demand continues to narrow.
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01 Global oil* production forecast Mbarrels/day
Source: McKinsey, December 2001

*Qilincludes hydrocarbon liquids and natural gas liquids
Technology challenge is to add 65m barrels/day by 2020

02 Spare oil production capacity Mbarrels/day
Source: Pareto Fonds

120 5 Middle East 80 e O Waorld oil
90 O Existing Fields ; ] [ production
Outside MIE 4 1- capacity
60 1 Increased a
Oil Recavery 3 World ail
30 . O New Fields Outside 20 £ i e 4 . demand
0 Middle East FETE [ E 1
1900 1940 1980 2020 78 80 82 84 86 88 90 92 94 96 98 €0

25£58







Stolt Offshare S.A. Report and Accounts 200110

A TR T

pESTANDS

%

'REPUBLIC TS @ o

- OF ) Y d@i‘k
IRELAND : T S DS

et

Peterhead ’ B

SCOTLAND

LOUISIANA
: New Orleans

L menen | 2/ SGELAL

The Gulf of Mexico is a $1.3 billion market for Stolt Offshore in 2002.
The shallow water construction and maintenance market, which is closely
linked to the gas price, accounts for 20% of the total market. Deepwater
construction projects should provide steady work though reducing oil
company investment in this region may impede the pace of development.
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In addition to the new deepwater oilfields of West Africa,
one of the fastest growing markets for Stolt Offshore is South America.

North America

The market is forecast to grow by some 15% this
year to $1.3 billion. The recent decision by the
Minerals Management Service to permit the use of
FPSOs in the Gulf of Mexico is likely to encourage
the development of marginal fields in deepwater
areas. However the level of activity in shallow
water new developments and maintenance work
may be slow reflecting the gas price.

South America

Last year we won new long-term contracts for

both of the ships that we have on contract to
Petrobras. We expect another good year in Brazil.
The market is expected to grow by 36% in 2002

to $370 million as the oil majors start production
operations in Brazil. The Enterprise Bijupera and
Salema project is one of these new developments.
We expect to see the level of activity grow over
the next two years.

Asia Pacific

The market in Asia Pacific is likely to grow by some
17% to $1.8 billion in 2002 though this represents
a smaller share of the world market. Large diameter
pipelines make up 49% of this market. We expect
to see more deepwater developments come into
this market in the next two years.

R

The charts below show the Dollar value of the
Stolt Offshore market development by region

and year. Also shown is the ownership of the key
deepwater construction ships among our peer group.
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Stolt Offshore’s competitive market by region USD million
Source: Stolt, January 2002

Deepwater* construction vessels - market share of 58 vessels
Source: One offshore, CSFB Estimates, Sector Review, December 2001
*Deepwater >= 500msw
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@ % A work class remotely operated
vehicle is launched fromthe Seaway
Ecgle during a construction operation.

offshare.

Stalt Offshote construction ships
are equipped withworkshop facilities
to maintain and repair equipment

(% Saturation divers await thelr next 5% One of aur longest serving employees
dive in the pressurised living chambers in the office in Lagos, Nigeria, which

in which they may spend 30 days at was e5tablished 25 years ago.

atime.
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The largest deepwater development ta be brought on stream in the world.

On December 4, 2001 the
giant TotalFinaElf Girassol
oil field, located in a water
depth 0f 1,350 meters

150 kilometers off the coast
of Angola, started to flow
the first of the 725 million*
barrels of oil that will be
recovered from this field over
the next 20 years. Among
significant industry firsts
developed by Stolt Offshore
and our joint venture
partners for Girassol are

the following:

Topsides processing

The Girassol floating
production, storage and
offloading ship or FPSO,
was constructed by the
Mar Profundo Girassol! joint
venture, At a length of 300
meters with a 42,000-ton
hull supporting 24,000 tons
of process machinery on
the topsides and requiring
enough electric power

to support a city with a
population of 100,000, this
FPSO is the world’s largest
to date. Built in Korea, the
FPSO has oil production
capacity of 200,000 barrels
of oil per day and storage
fortwo million barrels,
water injection capacity

of 400,000 barrels per day

and a daily gas injection
capability of eight million
cubic meters.

Riser towers and

flowline bundles

The combination of very
deep water and difficult
reservoir conditions
provided significant
challenges for this part of
the project. It was essential
that the fluids be kept hot
on their long journey from
the well head to the FPSO,
which together with the
optimization of the subsea
architecture was the driver
for the innovative riser tower
and flowline solution.
Completing such extensive
subsea construction work in
the deep waters at Girassol
presented unique challenges.

The technology for which
Girassol will be remembered
is the first use of self-standing
riser towers in this water
depth. Each of these is 1,300
meters long and 1.5 meters
in diameter. The towers
collect sets of six production
risers encased in foam
around a central pipe. The
riser towers were towed out
to the field just below the
sea surface and secured

to the seafloor by suction
anchors. They are held in
the vertical position by a
buoyancy tank located

50 meters below the sea
surface, providing 600 tons
of uplift.

The 18 kilometers of
insulated flowlines consist
of eight separate flowline
bundles containing two
eight-inch diameter
flowlines and a two-inch
diameter service line,
These lines are packed in
foam modules and enclosed
in a 30-inch diameter carrier
pipe. Each flowline bundle
was bottom-towed 220
kilometers on the seabed

to the Girassol field.

“MATIS™” remotely
controlled pipe connections
Stolt Offshore developed
the MATIS™ system, which
automates for the first time
the tried, tested and cost-
effective way of connecting
pipes using standard API
flanges. One of the most
challenging aspects of this
project, and ultimately

one of the most successful,
was the completion of

52 pipe connections on the
seabed using MATIS™, a

The engineering and installation experience gained on this project will be of
considerable value in delivering fit for purpose solutions for other deepwater
projects. An installation program, involving the tie-in of additional wells, will
take place during 2002. Engineering and procurement has now started for
the second phase of the Girassol development with installation planned for

the first quarter of 2003.

- ae =

1 Girassol riser tower companent parts
are assembled on the Lobito production
line in Angola.

52 Syntactic foam insulation being built
into riser towers in the Lobito fabrication
yard in Angola.

J3 Spool pieces, which connect riser
towers to subsea flowlines are coated
with polypropelene insulation in the

Lobito yard.

~ . The Seaway Pofaris installs suctian
anchors in a water depth of 1,350
meters for the Girassol riser towers.
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completely new approach
to deepwater tie-ins. After
many years of using divers
to make up flanged joints

in maximum water depths
of between 200 and 300
meters, the automation of
this process means that this
technology can be extended
to work in a water depth of
up to 3,000 meters.

The technologies developed
for Girassol are complex
and we have been able to
undertake the majority of
the fabrication work for the
riser towers, the offshore
loading system and the
suction anchors at our
Sonamet fabrication yard
in Lobito, Angola. Sonamet
is our joint venture with
Sonangol, the state oil
company of Angola.
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Our ability to fabricate high
quality components in
Angola provides important
local content for projects
of this type. We have been
able to develop a skilted
Angolan work force that
will play an increasingly
impartant part in the
construction and
maintenance of the
deepwater oilfields off
Angola in the years ahead.

Thruster One of seven hydraulically
powered thrusters that drive our remotely
operated *work class” underwater
vehicles in three dimensions in water
depths up to 3,000 meters. These
vehicles are the standard workhorses
for construction tasks in water depths
that are too great for divers.
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_Triton Energy Ceiba field development

Fourteen months from first discovery to first oil — A deepwater performance record.
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West Africa is not the 2000 Stolt Offshore was
easiest place in the world selected as the EPIC

to bring new oil fields on contractor. The early
stream. The development production system called
of the Triton Energy Ceiba for four wells in a water

field, 40 kilometers offshore  depth of 800 meters to be
Equatorial Guinea, owesits  tied back over a distance
place in the record books of some eight kilometers

: to a truly remarkable story  to an FPSO in a water depth

l of challenging deepwater of 85 meters. Stolt Offshore
development in which had nine months to engineer,
Stolt Offshore played a procure, construct and

= key role. The success of install the 60 kilometers of

l this development lies in flowlines and 30 kilometers

' an unusual level of focus, of well control umbilicals
trust, communication and together with risers,
commitment from Triton manifolds and a riser

Energy, as operator of the support structure.
field and the small group

of contractors who delivered
the production from this
field. Stolt Offshore was
able to offer a unique range
of services from innovative
engineering, a range of
ships and barges suitable
to all aspects of deepwater
construction and pipelay
and a choice of operating

This schedule required a
very tight procurement and
fabrication schedule to be
met, as well as innovative
technology to manage long
tie-backs over a seabed
with steep slopes, ravines
and free-spans where the
flowlines ran the risk of
being unsupported by the
e seabed. It also called for a
?na;/eessiggrif?:mat'o" yards novel means of supporting

) the risers and umbilicals on
Ceiba Phase 1 early the seabed at the FPSO site.
production system
The first oil discovery from
the Ceiba 1 well was
announced on October §,
1999, At the end of January

3

Innovative riser support
structure

Even though our contract for
the early preduction system

Amanipsliting aan A remotely controlled
manipulating arm, with five planes

of movement, such as is fitted to our
deepwater remotely operated vehicles.
Each of our remately operated work
class vehicles has two of these which
are the basic toals by which the vehicle
undertakes a variety of construction tasks.




subsea works involved
connecting only eight
production risers and four
umbilicals to the FPSO it
was clear that the full
development of the field
would require many more
wells with their associated
risers and umbilicals to be
connected. Stolt Offshore
therefore designed a 740
tonne fixed structure, to be
placed on the seabed, to
support up to 40 risers and
umbilicals that would be
needed for the full field
development. This was
fabricated in ouryard at
Warti in Nigeria and
installed by the Seaway
Polaris prior to installing the
rigid flowlines and risers.

Instaltation work was carried
out by the Seaway Polaris
installing rigid pipelines,
manifolds and the flexible
jumpers which linked the
manifolds to the wellheads.
The Seaway Falcon loaded
the flexible risers manufactured
by NKT Flexibles in Denmark
before collecting well
control umbilicals from
Houston and then going on
to the Ceiba field location
forinstallation. The Seaway
Eagle transported well

control umbilicals from the
U.K. and installed them on
the Ceiba field. She then
undertook a number of
installation, tie-in and
cammissioning tasks.

Ceiba Phase 1a

As drilling continued to
delineate the size of the
Ceiba oil reservoir, initial
ideas of a 60 million* barrel
field at the end 0f 1999 had
doubled by the end of 2000
and hopes are that the field
will prove to contain some
300 million barrels. With the
field in producticn by late
November 2000 a second
phase of the development
was awarded to Stolt Offshore
to tie-back additional wells
to complete the field with
10 producing and four water
injection wells. With this
additional production came
the need to expand the
processing capacity by
100,000 barrels per day.

In January 2002 this was
achieved by changing the
early production FPSO for a
larger unit with the Seaway
Polaris playing a key role in
transferring the production
and water injection risers
and umbilicals from one
FPSO to another.

This chaltenging project
gave Stolt Offshore an
opportunity to demonstrate
our ability to work closely
with our customerto
provide fit for purpose
solutions in a timely manner
and in a remote location.

The Triton Energy Ceiba field development was
avery fast track deepwater oil field development
off Equatorial Guinea in whicn Stolt Offshore
played avital role,
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*Source: Hart's E&P, September 2001

As the FPSO used for the early
production phase on the field is
replaced by a larger FPSQ, the
dynamically positioned Seaway Polaris
takes production risers and control
umbilicals from one FPSQ and

passes them to the new FPSQ when

it is on location.
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Stolt Offshore provides a complete range of engineering services, from conceptual through

o installation and commissioning and finally abandonment of an offshore field.

i

Stolt Offshore has over

the past four years steadily
grown its engineering

skills base and workforce
so that it is now able to
undertake all aspects of
the engineering, installation
and commissioning of a new
oil or gas field anywhere

in the world. Following the
acquisition in 2001 of Paragon
Engineering Services and
Litwin, Stolt Offshore now
has 1,000 engineers who
are specialist in the various
engineering disciplines that
cover this wide spectrum of
skills. We will continue to
grow this workforce as the
market for new deepwater
developments continues

to expand.

Conceptual engineering

The conceptual studies
atthe development of an
offshore oil or gas field are
where we can have the
greatest influence on design
and installation. The Paragon
and Litwin companies are
specialists in these types

of study which consider
project development
options, the choice of
equipment installation
methods, cost schedules
and field economics.

A multitude of different
skills are required to
undertake these studies
including an understanding
of reservoir characteristics
and the behavior of
hydrocarbons, the design
and choice of pipelines,
control systems and process
machinery and the ability to
undertake reliability and
safety engineering,

Detailed engineering
Project management skills
are required at the detailed
engineering phase to tumn
concepts into reality. This

is a manpower intensive
exercise that calls fornot
only engineering but also
the ability to conduct
planning, procurement and
cost control. Whereas
conceptual engineering may
take a few months, detailed
engineering for a major
deepwater development
may take up to two years.
The established project
management skills of
Paragon and Litwin,
together with their technical
expertise including the
ability to design and manage
the building of topsides or
process machinery, enables
Stolt Offshore to undertake

all of the conceptual and
detailed engineering for
both traditional and
deepwater developments.

Construction engineering
The design of a new
offshore oil or gas field,

as specified by detailed
engineering, moves into the
hardware procurement and
fabrication stage in the
construction engineering
phase of a project. The
management of the
assembly of components,
fabricating structures

and procuring subsea

and topsides hardware

is dealt with at this stage
of the development.

Stolt Offshore has many
years of experience of
construction engineering
in all parts of the world and
for all water depths.

Installation engineering
The selection of specialist
ships and barges, analysis
of loads and installation
methods, risk analysis and
safety engineering all form
part of the workload before
pipelines, flowlines, control
systems, well control
umbilicals and structures
are installed on the sea

An international offshore contractor requires the ahility to provide the
full range of engineering services, from conceptual studies in the earliest
part of the development of an offshore field, through the detailed design,
fabrication and offshore installation phases up to and including the
commissioning of the final process facilities, offshore loading system

or pipeline.




floor. The commissioning or
setting to work of the subsea
architecture and the process
machinery on the fixed or
floating production platform
completes the engineering
work before first oil orgas is
exported from the field.

Installation engineering,
which was traditionally

the core business of

Stolt Offshore, is now only
one part of a much wider
spectrum of engineering
skills that enable us to offer
a fit-for-purpose total field
development solution to our
customers. With many years
of experience in offshore
construction, Stolt Offshore
is able to design offshore
systems with a view to
optimizing the choice of
design so that not only the
construction but scheduted
inspection, maintenance
and repair works can be
carried out using robotic
intervention methods as
required.

Part of ROV electronics pod
The electronics pod on a work class
remotely operated vehicle is made

of titanium and designed for use in a
water depth of 3,000 meters. It houses
the interface system for power supplies
and sensors using an etectronic and
software solution comprising embedded
computers and a fiber optic videc and
data multiplexing system.

The conceptual engingering studies at
the earliest part of the life of an offshore
oil or gas field development are where
we can have the greatest influence on
how a new development will be
designed and installed.
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3 A diving bell is launched through the
“moan poal” an a canstruction ship.

®F A welder in the Warr fabrication @ An offshore structure is lowered to @% Final checks on electrical

yard in Nigeria fabricdting offshore the seabed in-the North Sea. instrumentation an a newly fabricated
platform sections. platform deck in the Glabestar yard
in Nigeria.
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Mr Jacob Siolt-Nielsen
has served as Chairman
of the Board since 1993,
He is also currently
Chairman of the Board
for Stolt-Nielsen S.A. and
served as Chief Executive
Officer of Stolt-Nielsen S.A.
from 1959 until 2000.
He founded Stolt-Nielsen
Seaway A.S. in 1973.

He holds a degree from
Handelsgymnasium,
Haugesund, Norway,

Mr Jacob Stolt-Nielsen

is a Norwegian citizen.

Mr Wright has served as
Deputy Chairman of the
Board since 1993 and
served as President and
Chief Operating Officer

of Stolt-Nielsen S.A. trom
1986 to 2001. Prior to
joining Stolt-Nielsen S.A.
He was employed by British
Petroleum plc from 1958
in a variety of positions
working in Scandinavia,
Asia, the U.S. and the UK.
Mr Wright holds a Masters
degree in History from
Cambridge University.

Mr Christopher } Wright

is a British citizen.
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Mr Woolveridge has been a
Director since 1993 and was
elected Deputy Chairman on
February 18, 2002. He held
a number of positions with
BP since 1968 and most
recently served as Chief
Executive of BP Engineering
from 1989 until his
retirement in 1992. He

was also General Manager,
Oil and Gas Developments,
responsible for field
development projects in
the U.K. and Norwegian
sectors of the North Sea,
and served on the Board

of BP Oil Ltd. He holds

a Masters degree from
Cambridge University

and is a Fellow of the Royal
Academy of Engineering
and of the Institute of
Mechanical Engineers,

Mr Mark Woolveridge

is @ British citizen.

Mr Laborde has been a
Director since 1993. He
retired in 1994 as Chairman
of the Board, President and
Chief Executive Officer of

Tidewater Inc. and continues

as Retired Chairman Emeritus
of the Board of Directors of
Tidewater. He is now Chief

Executive Officer of Laborde |

Marine Lifts, Inc. and also
serves on the boards of
Stone Energy Corporation
and Stewart Enterprises, as
well as the Council of the
American Bureau of Shipping.
He holds Bachelor of Arts
and Juris Doctor’s degrees
from Louisiana State
University as well as
Honorary Doctorate degrees
from both Louisiana State
University and Loyola
University. Mr john P
Laborde is a U.S. citizen.

Mr Hurlock is & retired
partner of the law firm of
White & Case and served
asthe Chairman.ofits
Managemeni Committee
from 1980 to 2000.

He participated in the
formation and served

on the Board of Northern
Offshore Ltd. which during
the 1970s operated diver
lock-out submarines and
provided other services

to the offshore oil industry.
He holds a BA degree from
Princeton University, a MA
Jurisprudence from Oxford
University and a }D from
Harvard Law School.

Mr James B Hurlock is

a .S, citizen.
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DiTecto €
cied as chie utive
Officer of the Company

and has

Vit Niels G Stott-Nielsen has
been a Director since 1999.
He has also served as a
Director of Stolt-Nielsen

Brazil. He holds a

Smice May 1995 He——
as Chief

ompany from December
g7to May 1995. He
joined Comexin 1974

and has held num
Management po

operations and marketing.
He has adegree in General

Bachelors Degree in

Dd
Harvard Business S

Mechanics from the
echnical School of

St Vallier. Mr Bernard
VOSSIe g TTenc ciizen,

S.A. since 1996. In 2000
he was appointed fo the
position of Chief Executive
Officer of Stolt-Nielsen S.A.
From 1996 until September
of 2001 he held-the position
of Chief Executive Officer,
Stolt Sea Farm. He
previously worked in
Stolt-Nielsen Transportation
Group. He is the son of
Mr jacob Stolt-Nielsen,
He graduated from Hofstra
Ty im r990with

a BS degree in Business

i e.Mr Niels G

Vir Skouveroe nas beern d
Director since 1993. Heis
Owner and Chairman of
Concaatus AS, a Norwegian/
Swedish strial Group.
He is also a m™eQer of the
board of Ocean Rig ASA, an
offshore drilling contractor
listed on the Oslo stock
exchange. He was Chairman
of the Board and Chief
Executive Officer of Seaway
from 1990 until it was
acquired by Stolt-Nielsen S.A.
in 1992. From 1985 to 1990
he was President and
Second Vice Chairman of
Seaway. He served as
President of Stolt-Nielsen
Seaway Contracting A/S.a

oit-Nielsen is @ Norwegian

predecessorof Seaway, from

4882 until 1985. He holds

ARA Fram INSEAD and a

B one nas servead
as a Director since 2000.
Mr Laborie served as Vice
Chairman and President of
ETPM from 1992 to 1999
prior to which he served as
Executive Vice President of
SGE Group, which he joined
in 1964. He is currently an
employee of Groupe GTM
S.A, He has a degree in
Civil Engineering from
Ecole Centrale de Paris.

He resigned on February 6,
2002. Mr Pierre Laborie

is a French citizen.

ree in Mechanical

Nir) Frithjof Skouveroe 1s
a Norwegian citizen.
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Overview

Stolt Offshore S.A. ("the Company”), registered in
Luxembourg, is a holding company, which through its
auhsidiaries is a leading offshore contractor to the oil and
gas industry, specializing intechnologically sophisticated
offshore and subsea engineering, flowline, trunkline and
pipeline lay, construction, inspection and maintenance
services. The Company operates in'more than 60 countries
worldwide and maintains regional offices in the LK
Norway; Asia Patific; Southern Burope, Africa and the

hiddie East (“SEAME™); South America; and North America.

A publicly-traded company since May 1993, the Company
was establiished through the merger of the businesses of
two leading diving support services companies, Comex
Services S.A. and Stoit-Nielsen Seaway A/S, which were
acguired by Stolt-Nielsen 5.A. (“SNSA™} in separate
transactions in 1992, At the time of acquisition, Comex
was aleading worldwide subsea services contractor,
which ploneered deepwater saturation diving and subsea
construction using both manned and unmanned
techniques. Stelt-Nielsern Seaway A/S operated principally

in theNorth Sea and pioneered the development.and use

of specially designed, technelogically sophisticated diving
support ships and remotely operated vehicles (“ROVs™) to
support opesations in hostile deepwater environments.

in August 1998, the Company acquired the Houston-based
Ceanic Corporation, a publicly-traded subsea contractor,
for approximately $218.9 miflion. Ceanic provided a range
of subsea sevvices and products to the offshore oif and
gas industry in the Gulfof Mexico and intand underwater
services to domestic and governmental customeys,

With this acquisition the Company took possession of

a substantial fleet of ships mostly designed for shalllow
wales work, ROVs and other ralated technslogies.

The acquisition of Ceanic was strategically important for
the Company in that it provided access to the growing
deepwater construction market in the Gullf of Mexico ard
the ability to build relationships with Houston-based ol
and gas companias who conduct much of their worldwide
business [rom Houston.

in Decemper 1298, the Company acquired the ROY
business.of Dolphin A/S for approximately $16.9 million.
This acquisition, which included 21 ROVs mostly on long-
term contracks to Norwegian oll companies, strengthened
the Company’s position in the RGV dril support market
in Norway,

On December 7, 1299, the Company completed a

ciion to form a jolnt venture entity, NKT Flexibles 1S
3, 2 manufa (tum of Hexible Howlines and visers for

the offshore oil and gas indastry, NKT is owned 51% by

MKT Holdings A7 8 and 2%% *Jvf,hc Company. The total

consideration for the acquisition was $34.0 million funded
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partly by cash and partly by Class A Shares at a guaranteed
value, The Class A Shares have subseguently been
converted te Common Shares on a one-for-one basis.

This acquisition secures the supply of flexible products

for the Company.

On December 16, 1999, the Company acquired the French

offshore constitiction and engineering company ETPM S5.A.

{“ETPM™), a wholly-owned subsidiary of Groupe GTM S.A.
(“GTM"}. GTM has subseguently been acquired by Groupe
Vind S.A, (“Vinci”). The total consideration for this
acquisition, including debt assumed, was approximately
$350.0 million, funded partly by eash and partly by

6.1 million Class A Shares at a guaranteed value of $18.50.
The Class A'Shares have subsequently been converted
to-Common Shares on a one-for-ene basis.

ETPM had a very strong market position in West Africa, which
is one of the fastest growing rmarkets for the Company’s
services, ETPM atso had significant engineering skills
particularly in conceptual engineering and offshore design of
both subsea structures and of fixed and floating production
platforms, in addition to a fleet of pipelay barges, which
breaden the Conmpany’s range of pipelay capabilities.

On ity 18, 2001, the Cornpany acquired the Paris-based
engineering company Ingerop Litwin from Vinci. On
September 4, 2001, the Company acquired a controlling
interest in the Houston-based engineering company,
Paragon Engineering Services, Inc. The Company paid a

total of $16.7 miltion of cash for these two companies,

$4.3 million of which has been deferred until 2005, These

acguisitions, by adding conceptuat design and detaied

enghneering skills, have epabled the Company to better
undertake all of the engineering required on many of
the l'arge encmeermg procurement, instaflation and
commission ("EPIC") type contracts that are expected
to come into the market in the next few years.

The market for the Campany’s services is dependent upon
the success of explosation and the tevel of investment in
offshore exploration and progduction by the major oit
coropanies, Such investment {s cyclical in nature.

Foltowing a period of tncreasing ofl prices in recent years,
there has been a progressive increase n fnvestment in
offshore exploration and production by the major oil
companies. It takes fime for the benefits of this investment
to work through to the offshore comstruction sector. We
expect to see a continued expansion of demand in 2002
for the services that the Gernpany provides, with this trend
continuing over the next few years,

The Company’s hacklog at January 30, 2002 stood at

$1.6 billion, of which $937 million is for 2002. This
compares to a backiog at january 31, 2001 of $1.2 bithon,
of which $877 million was for 2001.
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Seasonality

Over the past three years, a substantial proportion of

the Company’s revenue has been generated from work
performed in the North Sea and North Amarica. Adverse
weather conditions during the winter months in these
regions wsually resultin lower levels of activity, alithough
this is less apparent than n the pastdue to technological
advances.and increased activity in West Africa. As a result,
fufl year results are not lileely to loe a direct mettiple of any
particular quarter or combination of guarters.

Ship utilization

The following tabile sets forth the average ship utilization
by:quarter Forithe Company’s fleets of dynamicatly
positioned Deapwater Meavy Construction Ships, Light
Construction and Survey Ships, and
Anchior Ships. The utilization rate is calculated by

the total numberof days for which the ships wene engaged
in profectrelated work i @ quarter by 87.5 days per guarter
or 350 days anntally, expressed asa percentage. The
remalning 15 days are attributable fo routine maintenance.
% Utifization

‘Forithe yearendedNovember 30

Qtr 1 Qpr 2 O3 o Year
Yo % %o %o %%
-‘Dee.p\kater:He'a\qy‘Construction ‘Ships
2001 80 85 93 94 88
2000 €9 74 77 93 78
1999 95 92 97 75 90
Light Construction.and Survey Ships
2001 43 52 B5 84 66
2000 36 42 64 49 48
1999 64 62 67 5y 62
Trunkline, Barges and Anchar Ships
2004 34 47 66 75 56
2000 31 30 36 45 35
1999 33 33 55 40 40

Whilization of the Deepwater Heavy Constrction fleet in
2001 was higher than in 2000. This was due to growth in
demand inthe Noh Sea, Gulf of Maxico and West Africa,
particutarly on the ship-intensive Girassol project.
Utilization in 2000 was lower than in 1999, due in part
to the non-avaitability of the Seaway Condor and tow
utitization « e Seaway Polaris, because of poer market
conditions in the UK, and North Amarica. The poor mmarket
conditions in 2000 were more pronounced for the Light
Construction and Survey fleet and the frunkline, Barges
and Anchor Ships.

We expect the demand forour fleets to remain stable in
2002 due to a susteined tevel of demeand in the Company’s
Inain operating matkets.
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Results of operations

The following table shows annual net operating revenge
and income before tax for each of the Company’ s business
segments for the past three fiscal years.

The Asia Pacific region includes all activities east of the
indian sub-continent including Australasia; the North
Americaregion ncludes all activity in Canada, the U.S. and
Central Amevica; the Nonway region includes all activities in
Scandinavia and the Baltic states; the SEAME region covers
actvities in Southern Europe and Africa, India and the
Middle East; the South America region incorporates
activities in South America and the islands of the southern
Atlantic Dcean; the UK region inctudes all activities in the
UK., neland, Germany, Belgium, The Netherlands and the
northern Atlantic Ocean. :

The Corporate segmentincludes ttems which cannot be
dllocated to one particular region. These include the
activities of Seaway Heavy Lifting iLimited (*SHL™), a joint
venture with a subsidiary of the Russian oil company
Lukoll-Kaliningradmorneftiple; NKT; Serimer DASA, a
contract welding services entity employed both onshore
and offshore by pipelay contractors; and Paragon
Enginesring Services, tnc. and Paragon Litwin S.A., which
both provide engineering services for the offshore off and
gas industry. Also included in Corporate are assets which
have global mohility including construction support ships,
ROVs awd other assets that are used globally and therefore
cannot be attributed to any one region; and managemens
and corporate services provided for the benefit of the
whole group, including enginearing, finance and legat
departments.
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Net aperating revenue increased to $1,255.9 million in
2001 from $983.4 millian in 2000 largely due to greater
activity on major projects in the Guif of Mexico and West
Africa. During the year, the Girasso! and Gulfstream
projects-suffered from project delays, cost overruns and
delays in settling variation erders which negatively
impacted our results. The project delays also tied up some
of our major construction assets reducing our capacity to
participate in the spot market which can be significant in the
second fralf of the year. Despite these factors, the improved
market conditions resuttad in an improvement in the
resulls before tax from aloss 6f $38.2 million last vear

to a profithefore taxin 2001 of $6.4 million.

in 2000, net opérating revenue increased to $983.4 million
from $640.7 million in 1999 largely as a result of the
acquisition of ETPM; the majouity of this increase was in
West Africa. There were poor market conditions in the UK.,
North America and Asia Pacific ang severe projact delays
in the North Sea in quarter one due to advers2 weather
conditions. Poor project performiance in the Morth Sea
and Asia Pacific also had a significant negative iranact on
earnings. The poor markei conditions together with the
interest expense incurred on borrowings, which increased
as a result of the ETPM acquisition, also contributed to a
decreasa in netincome before tax fram $7.7 million in
1996 o net a loss before tax of $33.2 million in 2000.

Asia Pacific region

In 2001, nat operating revenue remained stable at

$30.4 million comparad to $40.5 miltion in 2000, We will
contine to focus on our established core business of

For the year ended November 30 2000 1995
Gneeillions) 7 S % $ % 5 %
Nét operatlng revenue ’ o S
Asia Pacific region 39.4 3.2 405 41 42.7 6.7
North America tegion 276.7 22.0 122.3 12.4 156.4 24.4
Norway reglon 110.6 8.8 198 .8 20.2 164.5 25.7
SEAME region 5202 41.4 444.9 45.2 57.1 8.9
South America region 50,5 4.0 52.8 5.4 56.4 8.8
U.K. region 2147 17.1 123.6 12.6 162.0 25.3
Corporate . 438 3.5 0.5 0.1 1.6 0.2
Total L 1,255.9 100.0 983.4 100.0  640.7 100.0
For the yearended November 30 2001 2000 1999
(in mittions) . S A % % $ )
Net.{loss} income before tax: (aftenmmoritymterests) S

Asia Pacific region - - {14.9) (39.0) (5.0) (64.9)
North America region (36.2) (565.6) (21.2) (55.5) 6.,1) {73.2)
Merway region 11.7 182.8 3:0 7.9 15.8 205.2
SEAME region 24,5 382.8 20.1 52,6 3.4 44.1
South America region 5.5 85.9 8.4 22.0 8.8 114.3
Y K. region 1.3 20.3 (9.2} (24.1) 0.5 6.5
Gorporate (0.4) 6.2) 248 (63.9) 9.7 (126.0)
Totat o ‘ } . 64 100.0 (38.2) {106.0) 7.7 1000
Overall shallew water pipelay and diving work mostly in tndonesia

until more of the planned deepwater developments for this
regioncome to theimarket, but for 2002 itistikely that
therewill be a stimilar level of activity as seen in 2001.

Net operating revenue decreased from $42.7 million in
1999 to $40.5 million in 2000. This was due to a slight
deterforation in the market for ROVs and in the indonesian
market in general.

In 2007, a break-even result compared to a net loss before
tax of $14.9 million in 2000. The improvement in 2001 was
the resultof efforts carried out in 2000 1o reduce the local
fixed cost structure and focus on the target niche market,
and the poor perfermance in 2000 on two projects in
Indonesia was not fepeated.

in 2000, the netloss before tax of $14.9 million compared
to a net loss before tax of $5.0 million in 1399. This loss
targely resulted from poor project performance on two
projects in lndonesia where unexpected soil conditions
made the trenching of two pipelines very difficult.

Morth America region

Net operating revenue increased from $222.3 mitlion in
2000 to $276.7 million in 2001. Contrary te expectations,
higher oit and gas prices did not resultin improved margins
during 2001, although they did increasea the tevel of
activity in the region with the pipelay project for Gulfstream
National Gas LiLC contributing to this increase,

Afthough there are a number of bids now coming inte the
market for larger field developmeants such as the BP Crazy
ko%se field, it is expected that the activity levelin the Guif
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of Mexico in 2002 wilt reduce compared to 2001 a5 the

Gulfstream project is expected fa be completed i the third
quarter of 2002, [ is also anticipated that there wittbe some
sfight strengthening of margins for local business.in 2002,

Net operating revenue decreased from $156.4million in
199% 10 $122.3 miltion in 2000. The year was disappointing
due to the very poor market-conditions in the Gulf of
Mexico where activity levels were at a 30-year low due

ta the depressed price for off and gas for most of 2000,

Poor performante on the Gulfstream project resulted in

an increased net toss before taxin 2001 0f$36.2 million
compared to a net loss befare tax in 2000 of $21.2 million.
Margins on other activity in the Guif of Mexito bave heen
increased by cost reduction actions in 2000. in 2000,

poor market conditions resuifed in a netlass before tax

of $21.2 million, which compared te a net toss hefore tax
in 1999 of $6.1 miltion,

Norway region

Met operating revenue jn 2001 was $110.6 millfon compared
to $198.8 million in 2000, The decrease was due ta the
absence af any major pipelay projects. tn general, the
market in Norway in 2002 witl be simitar to 2001 although
the market for inspection, meintenance and repair work op
producing fields is one that continues to grow throughout
the dorth Sea. As a result, a strong profit performance is
anticipated in 2002.

Net aperating revenue in 2000 was $198.8 mitlion
compared to $164.5 miltlion in 1999. The increase in 2000
was due to improvements in the market for ROV services
and the additional projects undertaken as a resuit of the
£TPM acquisition,

Net income before taxin 2001 was $11.7 millien compared
to a net income before tax of $3.0 million in 2060, This
improvement was largely due to the good performance

on subsea censiruction projects,

Netbincome before tax in 2000 was $3.0 million compared
to $15.8 million in 1999, This decrease was largely the
result of project delays caused by adverse weather
conditions early in the year.

SEAME region

et operating revenue has increased to $520.2 million in
2001 compared to $444.9 miltion in 2000, This ircrease
is largely the result of the Girassel praject in Angola and
traditional pipelay contracts on offshore projects in Nigeria,

Vile expect to see the offshore market in West Afiica mote
than double in 2002, Several new large field develepments
are due for award this year inclading the Chevron Texaca
Sanha Bomboco and Aghami projects, Exxon Ehra and the
TotalFinakif Dahlia project.

Metoperating revenure in 2000 of $444.9 millien compared
{avorably to et operating revenue in 1999 of $57.1
million. The incresse was due to tie acquisition of ETPM,
which has the malocity of its activities in the SEAME region.

Netincema before tax was $24.5 million in 2001 compared
to $2¢. 1 mitlion in 2000 and 33.4 million in 1999, The
increase in 2001 is due to successful progress on sevaral
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wajor tura-key projects, notably Amenan, Hyundai South
Pars and Triton la Ceiba.

Net income hefore tax in 2000 was $20.1 million compared
to $3.4 million in 1999. The low net income in 2000, and
particularly in 1999, reflect high procurement content and
winter contracts undertaken at lower margins than would
have been achieved during the sammer in order to prevent
vessels lying jdle.

South America region

Net operating sevenue was down slightly at $50.5 million in
200%, comparad to $52.8 mifion in 2000 and $54.4 million
in 1999, The reduction in net operating revenue was due
to the expiryin early 2001 of a fong-term diving contract

in Argentina,

Reverue in 2002 is likely to stay flat although there are some
wew canstruction projects starting to emerge, such as the
Bijupera and Salema fields for Enterprise Oi{ plc and the
Roncadoer and Albacora Leste fields for Petrobras. {tis not
expected that these projects will frave any effect before 2003.

Revenue in 2000 was impacted by the currency devaluation
in Brazit, partially offset by compensation from Petrobras
under the contract and savings onlocal costs.

Net income before tax for 2001 0 $5.5 million was a
reduction from $8.4 million in 2000 and $8.8 million in
1999, The fal in profitability was due to the expiry of the
Argentina diving contract.

U.K. region

Net operating revenue in 2001 was $214.7 million,
compared to $123.6 million in 2000, The increase in
revenue is due to the improved market eonditions in the
region, The market for 2002 in the U.K. regionis expected
te remaliy simitar to 2001,

In 2000, revenue detreased from $162.0 million in 1699
to $123.6 mitlion in 2000, This was entirely due to the poor
market conditions in the region.

The net income before tax of $1.3 million was an
improvement compared to the net loss before tax of

$9.2 milion in 2000, The increased imarket activity and the
better asset utilization largely explains this improvement.

The nat foss before tax of $5.2 million in 2000 deteriorated
from net inesme bafore tax of $0.5 miltion i 1999 largely
due to the reduced market activity in the reglon, which
reduced margins and impaired asset utitization,

Corporate
Corporate items represent activities that are not directly
attributabie to specific regions.,

Nef operating revenue in 2001 amounted fo $43.3 million
compared to $0.5 million in 2000 and 51.6 million in 1999,
The increase targely results from the acguisition of Paragon
Engineering Services, fnc, and Ingerop Litwin, a Paris-
hased enginearing comgany.

Netloss before tax for 2001 was $0.4 million compared to
tnsses of $24.4 million in 2000 and $9.7 milfion in 1999,

Thelosses result from the under recovery of inferast
expense and under receveries on asset utitization.
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Business acquisitions

On March 30, 2001, the Company acquired 82% of the
voting rights and 62% of tha economic righfs of 2 pewly
created company, Paragon Engineering Holdings, Inc.
{(“PEH"). PEH subsequently purchased 20% of the share
capitat of Paragon Engineering Services, Inc, ("Paragon™},

a Houston-based eng?neer%ng service company, and an
option fo purchase an additional 46% of the share capital.
PEH exercised the option on Septamber &, 2001. Onjuly 18,
20601, the Company purchased the entire share capital of the
Paris-based engineering company Ingerop Litwin (“Litwin™}.

The consideration paid was a tokat of $16.7 million in
cash including a deferred amount of $4.3 million refating
o the acquisition of Paragon, which is due on March 30,
2005. The acquisition costs of the deal are estimated to
be $0.7 million, and an amount of $8,5 million has been
recorded as goodwitl. Additicrally, from March 30, 2005,
the Paragon sale agreament provides forpayment to be
made to a former shareholder of Paragon. The payment is
contingent upon a multiplier of the future earnings of
Paragon, as defined in the agreement, exceeding the
deferred consideration. No recognition of the contingent
payment has heen made in the financial statements of the
Company as it is not certain that this payment will be made
and currently itis not possible to quantify the amount.
Thase acquisitions bring a significant expansion of skits
iy conceptual and detaited ergineering.

Depreciation and amortization

tn 2601, in light of the increased worldwide recognition
of the Stolt Gffshore name, the Company determined that
the value of the former Comex trade name had been
impaired and a recorded charge of $7.9 mittion in its results
of operations for the write-down of the trade nama. Other
depreciation and amertization in 2001 was $91.8 million,
Lompamd to $82.1 mitlion in 2000, The increase was due
to a larger fixed asset base and the writedown of certain
smali assets. Amartization of the goodwilt arising an the
acquisition of Ceanic amounted to $5.0 million in 2001.

Gepreciation and amortization fn 2000 of $82.1 million
compared o $56.1 million in 19589, This increase was due
largely to the assets acquired with ETPM. Amortization of
the goodwill on Ceanic amounted to $5.0 million in 2000,

Equity in net income of non-consolidated joint ventures
Equity in netincome of non-consolidated joint ventures in
2001 was $11.7 miHiorL compared [o $5.8 million in 2000
and >5.4 millior in 159%. The increase in 2001 was largely
ue to the successful year for joint venture operations in
'n-e North Sea.
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Restructuring charges

During 2000, following the acquisition of ETPM, the
Company implemented a reorganization plan to remove
duplicate capacity in the U.X. and SEAME regions.

The costs associated with closing ETPM's UK. offices
were $1.0 miilion after tax, and were capitalized as
adjustments tc the purchase price of ETPM. A farther
$2.9 million was incurred for redundancies in the UK,
in France, redundancy costs of $1.7 mitlion were incurred
to close the Company’s Marseilte office. Finally, costs of
$0.7 million wete incurred to integrate systems and
standardize processes across the enlarged Company.
Alt redundancy, integration and lease costs have been
fully paid, and there is no outstanding provision for
such costs at November 30, 2001.

Non-operating (expense) income

Net interest expense

in 2001, net interest expense decreased to $26.8 millien
from $30.0 mitlion in 2000. This decrease was due to
raductions in interest rates during the year.

In 2000, net interest expense increasaed to $30.0 million
fram $16.7 million in 1999. This increase resulted from
the acquisition of ETPVI, which was partly debt financed.

Other income, net

in 2001, the Company recognized other non-operating
income of $2.3 miltion. This primasily retated to a gain

of $1.2 million on the sale of the assets of Hard Suits Inc.,
& specialized diving company.

Income tax provision (benefit)

The Company recorded a net tax charge of$20 6 miltion
in 2001, compared to a net tax benefit of $3.8 million
in 20090, and a net tax benafitin 1929 of $8.5 million.

in 2041, the tax charge targely resutted from withholding
taxes imposed by tax authorities in certain territortes in West
Africa which had higher ravenue in 2001 than in previeus
years. Additionally, in the current year, the Company did
not recognize a deferred tax asset for thelnssesin the
Haorth America Region as had been done in previous years.

Partially offsetting these items was the release of a portion
of the defarred tax liability for accelerated UK. shipping
allowances as a resuit of the UK. shipping companies
electing to join the UK. tonnage {ax regime.

The tax credit in 2000 targely resulted from poor results
inr the North Sea and North America where deferrad tax
assets were recognized,

The tax credit in 1999 mainly resutted from the
disappointing y2ar in the North America reglon, where
substantial ;m’a tax losses ware recognized.

Share capital and earnings per share

Gn March 7, 2001, a previously announced share
Scr bec ame "ective, The ohjective of the
ate a simplifiad and more
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As a result of this reclassification, the Company had
outstanding 70.2 million Cosnmon Shares and 34,0 mitlion
(lass B Shares {which are economically eauivalent to

17.0 mitlion Coramon Shares and are all pwned Hy SNSAY
for a total of 87.2 mitlion Common Share equivalents. The
reclassification did not change the underlying economic
intarests of existing shareholders or the number of shares
used for earnings per share pUrpeses.

Liquidity and capital resources

The primary liguidity needs of the Company are {o fund
waorking capitat, capital expenditures and drydodk costs.
The Company’s principal sources of funds have been cash
generated from eperations, borrowings from coinwercial
banks, SNSA and the issuance of share capitat.

The Company's principal credit facifity is a $240 milion
Secured Mutti-Currency Reyolving Facility (the Secured Credit
Facility} with a syndicate of Banks, the {ead baviks being Den
norske Bark ASA, Banc of Smerica LLC, Salomon Brothers
tnternational Limited, HSBC Bank plc and NG Barings LLC,

The Secured Cradit Facility was entered into on
Septemnber 22, 2000, and is a five-year revolving credit
facility which reduces to $385 million or August 31, 2002

-and $330 rmittion on August 31, 2003. The interest rate on

oufstanding debt is hased on the ratio of the Company’s
debt te earnings before interest, taxes, depraciation and
amartization. The interest charge will range from 0.75%
to 1.75% over the tondoa interBank Offer Rate (“LIBOR™).
Debt under the Secured Credit Facility is secured by a first
mortgage on cartain of the Company’s ships.”

As of November 30, 2001, the Company had avaiable bank
facilities Of $485.9 million, of which $340.2 miltion were
utitized. Of tha bank facilities utilized, $335.0 million was
classified as long-term debt.

Net cash provided by.operating activities was $4.5 million
durtng 2001 compared te 558.2 mitior i 2000, impraved
operating performance in 2001 was largely offset by a buitd
up in working capital, particulerty unbillad receivables from
customers, where under the terms of the coniract, invoices
cannot yet be raised. Average accounts receivable increased
to 125 days at Neveinber 30, 2001 from 111 days at
Movember 30, 2000. Arcounts payable days of 134 days

at November 30, 2001 compared to 131 days in 2000.

Net cash provided by operating activities during 2000 was
$58.2 million compared 1o $40.3 million in 1999. Average
accounts receirable days cutstanding decreased slightly
to 111 days at November 30, 2000 from 113 days at
November 30, 1999. Average accounts payable days
outstanding sf 131 days at Movember 30, 2000 compared
to 91 days in 1999.

The other year to year fluctuations in cash from operating
activities are due to fluctuations in net pperating income
as discussed under "Resulis of operations” on page 30.
Net cash usad in investing activities in 2001 was

$71.2 million comparad to $166.6 miltion in 2000,

I 2001, the acquisitinn of Paragon and Litwin accounted

for $0.1million, net of cash acquired, $62.9 million was
used to purchase fixed assets, $26.1 million was paid in
respect of investments in non-consolidated joint ventures
and dividends of $12.2 million were received from non-
consolidated joint ventures.

Net cash used in Bwvesting activities in 2000 was

$160.6 miltion compared to-$75.8 million in 1999,

in 2008, $111.2 million, net of cash acquired, was paid

1o acquire ETPM and Danco A/S, $61.7 million was used to
purchase fixed assets and $6.9 mitlion was paid in respect
of investments in joint ventures. Partiafly offsetting these
expenditures was $19.2 millian for the proceeds from the
sale of fixed assets. Nef cast used in investing activities

in 1999 was §75.8 million. The $90.9 million paid to
purchase fixed assels was partially oifset by dividends
from joint venfures of $11.6 million and proceeds from
sales of fixed assets of $2.8 million.

Net cash provided by financing activities in 2001 was

$72.5 mitlion, compared to $103.8 million in 2000 and
$34.7 million in 1999. In 2001, this was composed of an
increase in long-term debt of $70.0 million, 2 $3.3 mitlion
additional drawdown on short-term facilities, a $2.6 million
decrease of restricted cash and a $3.8 million repayment of
capital lease obligations, {n2000, net cash provided-by
financing activities mainly comprised the proceeds of
$199.2 miliion from the issuance of 19,775,223 Class A
Shares for further lavestment from SNSA; a net increase

in long-ferm debt of $14.4 million was offset by the $104.3
mitlion repayment of short-term facilities most of which were
assumed through the acquisition of ETPM; the $5.4 million
repayment of capital lease obligations; and a $2.6 million
ingrease in restricted cash. In 1999, the net cash provided by
firancing activities mainly comprised an increase in long-
term debt of $32.6 mitlion, $5.6 million additional drawdown
on short-term facitities, $1.0 miltion increase of restricted
cash and $3.1 million repayment of capital lease obligations.

As of Navember 30, 2001, the outstanding commitment
under the minimum share price given in connection with the
acquisition of NKY, as described earlier, covers 1,128,742
Common Shares. The Company will repurchase 249,621
shares in February 2002 at a price of $13.65 per share for
a totaf of $3.4 million. In the second quarter of 2002, the
Company expects to repurchase from Vinc the 6,142,847
Common Shares which were issued as partial consideration
for the acquisition of ETPM af the minimum guaranteed
share price of $18.50 for a total of $113.6 million. During
the next financial year, the Company also expects to maka
capitat expenditures of about $61.9 mitlion of which
approsimately $15.1 million was commitied at November 30,
2001, The Company also irtends to exercise the early
purechase opiion on a hire purchase arvangernent for two
ships far $23.6 miltion. Expected dabi service is $25.2
million for the year 2002, Based on the current level of
activity, cash provided from operations is expected to be
about 5112 mitlion, which results in a funding requirement
of about $116 million This funding requirement will ba mst
through the use of existing cradit facilities and the issue of
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Common Shares to SNSA and other parties for up to $65.0
million.

The following table sets forth the Company’s contractuat
obligations and other commercial commitments as at
November 30, 2001:

Less than 13 45 Aftes
Totat 1 year years years  5years
(in mittions) ) 3 $ % 3 3

Contractual obligations o
Long-term debt  335.0
Capital lease

ohligations 23.7 237 - - -

50 3300 @ -

Operating leases 103.6  25.8 384 251 143
... _.4623 495 434 3551 143
Gther commercial. commitments o
Performance '

guarantees 418.2 263.3 990 445 114

Subsequent events

Vinci, owner of the 6,142,857 Commeon Shares issued

as partial consideration in the acquisition of ETPM in
December 1999, has advised the Company of its intention
to sell all of the shares as permitted by the ETPM
acqisition agreement. The Company, in turm, has advised
Vinci that it will organise the sale and it is the Company’s
imtention to buy the shares back in the second quarter of
2002. This repurchase will be treated as a reduction in
sharehotders' equity. The transaction will he funded
through the use of existing credit facilities and the sale

of Common Shares to SNSA and other interested pavties
for up to $65.0 million.

Multi-currency activities

The reporting currency of the Campany is the U.S. Dollar.
The majority of net operating expenses are denominated
in the functional currency of the individual operating
subsidiaries. The U.S. Dollar is the functional currency of
the most significant subsidiaries within the Asia Pacific,
North America, SEAME and South American regions. In the
Norway and U.K, regions, the functional cusrencies are the
Norwegian Kroner and the British Pound, respectively.

The Company enters into forward exchange and oplions

contracts to hedge capital expenditures and operational
non-functional currency exposures on a continuing basis
for periods consistent with its committed exposures, The
Company does not engage in currency speculation.

Market risk

The Cothpany is exposed to market risk, including changes
in interest rates and currency axchange rates, To manage
the volatitity relating to these exposures on a consolidated
basis, the Company enters info derivative instruments to
hedge currency exposures in accordance with the
Company’'s policies, The financial impast of these
instruments is offset by corresponding changes in the
underlying exposures heing hedged. The Company dnes
not hold or issue derivative instruments for trading purposes.

Currency rate and interest rate exposure

The Company’s exposuire to currency rate fuctuations
results from its net investments in foreign subsidiaries,
primarily in the U.K., Norway, France and Brazil, and from
its share of the local currency earnings in its operations in
the U.K., Norway and SEAME. The Company is also exposed
to fluctuations in severaf other currencies resulting from
operating expenditures and one-off {iabilities.

The Company’s currency rate exposure policy prescribes
the range of aowable hedging activity. The Company
primarity uses forward exchange contracts. The Company
doas not use derivative Instruments to hedge the value of
investments in foreign subsidiaries,

The Company’s exposure to third-party interest rate
fluctuations resuits primarity from floating-rate short-term
lines of credit as well as floating-rate tong-term revolving
credit facilities tied into LIBOR.

The Company uses a value-at-risk (“VAR™) model to estimate
the maximum potentiat loss on financial instruments that
¢ould o¢cur from adverse movements in either interest rates
or foreign exchange rates. The VAR model uses historical
foreign exchange rates and interest rates to estimate the
volatility and cosrelation of these rates in future perieds. It
estimates a potentiat one-day loss in the fair market valtue
of the instruments using statistical modeling technigues
and inctuding substantially alt market risk exposures,
specifically excluding joint venture investments, The VAR
model estimates were made assuming normat market
conditions.and a 95% confidence tevel.

The 95% confidence levelsignifies the Company’s degree
of confidence that actual tosses would not exceed the
estimated losses shown in the tabte below. The amounts
shown here disregard the possibility that interest rates and
foreign currency rates could move favorably. The VAR model
assumes that all movementsin these rates would be
adverse. Actuat experience has shown that gains and
losses tend to offset earh other over time, and it is highly
untikely that the Carapany could experience losses such

as these over an extended period of time, These amounts
should not be considered to be projections of future losses,
since actual results may differ significantly depending
upan activity in the global financial markets.

The faitr vaiue losses shown in the table below have no
impact on the Company's results or financial condition.

VAR

As of November 30 2001 2000
(i mitions) N .- $
interest rates 04 13
Foreign exchange rates 09 1.1

A discussion of the Company’s accounting policies for
financial instruments is included in Note 2 to the
consolidated financial statements, and disclosure relating
to the financial instruments is included in Note 23 to the
consolidated Hnancial statements.
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Critical accounting policies

The Company’s significant accounting polictes are
described in Notes 2 and 10 to the consclidated financial
statements. The Company believes that the foflowing
poticies are the critical accounting poticies as they may
involve a high degree of judgmant and complexity.

Revenue recognition

Asignificant portion of the Company's revenue is derived
from long-term contracts and is recagnized using the
percentage-of-completion accounting method, Under the
percentage-of-completion method, estimated contract
revenues are acciued based on the ratio of costs incurred
to date to the total estimated costs, taking inte account
the level of estimated physicat completion. Management
reviews these estimates monthly and revenue and gross
profit are recognized each period unless the stage of
completion is insufficient to enahle a reasonably certain
forecast of revenue to be established. Since the Fnancial
reporting of these contracts depends on estimates,

which are assessed continually during the term of these
contracts, recognized revenues and profit are subject

to revisions as the contract progresses to completion.
Revisions in profit estimates are reflected in the period in
which the facts that give rise to the revision become known.
Accordingly, favorable changes in estimates result in
additional revenue and profit recognition, and unfavorable
changes in estimates resudt in a reduction of recognized
revenue and profits, These changes may ba significant
depending on the size of the project or the adjustment.
When estimates indicate that a loss will be incurred on a
contract on completion, a provision for the expected loss
is recorded in the period in which the loss becomes known.

A major portion of the Company’s revenue is billed under
fixed-price contracis. However, due to the nature of the
services performed, variation orders are commonly hilled
to the customears in the normal course of business and are
recoegnized as contract revenue only after agreement from
the customers has been reached on the scope of work and
feesto be charged. Variation orders often arise during the
{ife of a-contract and estimated revenues and costs are
adjusted for change orders that have heen approved

as to scope and fees.

Recognition of provisions for legal claims,

suits and complaints

The Company, in the ordinary course of business, is subject
to various clalms, suits and complaints. Management, in
consuitation with internal and external advisers, will provide
fora contingent loss in the financial staterments if the
contingency had been incurred af the date of the financial
statements and the amount of the loss can be reasonably
estimated. in accordance with SFAS No. 5, “Accounting for
Contingencies” if the Company has determined that the
reasonable estimate of the 1oss is a range and that there is
no best estimate within the range, the Company will provide
the lower amount of the range. The provision is subject to
uncertainty and no assurance can be given that the amount
provided in the financial statements is the amount that will
be ultimately settled. The results of the Company may be
adversely affected if the provision praves not 1o be

RS

i

sufficient. The notable legal claims made against the
Company are discussed fully in Note 22 o the financial
stalements and are summarized below.

Coflexip S.A. (“C30") has commenced legal proceedings
through the UK. High Court against three subsidiaries

of Stolt Offshore S.A. claiming infringement of a certain
patent hetd by CSO refating to flexible flowline laving
techrology inthe U.K During 2001, CSO submitied an
amended dlainy to damages claiming the lost profits on a
total of 15 projects. In addition, there is a claim for alleged
price depreciation on certain other projects. The total claim
is for approximately 389 million, up from approximately
$14 million claimed previously, plus interest, legat costs
and a royalty for each time that the flexible-lay system
tower on the Seoway Falcon was brought into U.K. waters.
The Company estimates that the total claim will be of the
order of $115 million. In the aliernative, (50 claims a
reasonable royalty for each act of infringement, interest
and legal tosis. CSO has not gquantified this claim, but it
will be considerably less than the claim fo lost profits. The
Company, In consultation with its advisers, has assessed
that the range of possible outcomes for the resolution of
damages is $1.5 mitlion to $115 million and has determined
that there is no amount within the range that Is a better

" estimate than any other amount. Consequently, in

accordance with SFAS No. 5, the Company has provided
$1.5 million in the financial statements, being the lower
amount of the range. The amount of damages is nevertheless
uncertain and no assurance can be given that the provided
amount is sufficient,

In September 1999, the Company terminated its charter of
the ship, Toisa Puma, for default. The Company is currently
in arbitration with the owners who are contesting that the
termination was wrongful. During 2001, the owner has
guantified his claim to approximately $8 mitiion. The
Company has disputed the magnitude of the claim in relation
to lack of instigation, lack of cost savings and tack of actual
loss for parts of the rlaim. In addition, the Company has a
counterctaim related to the breakdown of the ship, The
Company, in consyltation with its advisers, has assessed the
range of possible outcomes for the resolution of damages
with the upper amount being $8 million. The Company has
determined that there is no amount within the range that

is a better estimate than any nther amount. Conseguently,

in accordance with SFAS No. 5, the Company has provided

in the financial statements an amount to cover the liahility
for damages which is af the lower amount of the range, The
amount of such liability is nevertheless unceriain and no
assurance can he given that the provided amount §s sufficient.

Income taxes
The Company accounts for income taxes in accordance with

SEAS M0.109, “Accounting for Inhome tafe i which requ'w:s

using enacted tax rates for the en‘ec of ‘tem po arv
differences belween b\)Ox\ and tax bases of recorded assats
and lighitities, SFAS Ho. 102 also reguires that the deferred
tax assets be reducead by avaluation allowance if itis mors
likely than nof that seime portion or all of the deferred tax
asset will not be reatized.

52 o &8




As atovember 30, 2001 and 2000, tha Company had
deferred tax assels in excess of deferred tax liabilities
of $52.C million and $7.9 million, respectively. For
the reasons cited below, as at November 30, 2021,
management has determined that it is more likely than not
that $13.0 million and $13.7 million, respectively, of suth
assets will be realized, resulting in a valuation allowance
of $57.1 million and $21.0 willion, respectively. The
Company evaluates quarterly the realizahility of its
deferred tax assats by assessing its valuation allowance
and by adjusting the amount of such aflowance, if
necessary. The factor used to assess the fiketihood of
realization is the Company's forecast of fuiure taxable
income. Factors that may affect the Company's ability to
achieve sufficient forecasted taxable Income include, but
are not limited to, the following: increased competition,
decline in sales or marzins or loss of market share.

implementation of SFAS No.133

Effective December 1, 2090, the Company adopted
Statement of Financizl Accounting Standards (*SFAS™)
Mo.133, “Afcwnfmg for Derivative Instruments and
Hedging Activities”, as amended, which reguires that all
derivative inslruments be reported on the balance sheat
at fair value and estabiishes criferia for designation and
effectiveness of hedging relationships, The impact of
adopting this standard on December 1, 2000 was to increase
forward contract liabitities by $4.9 million and forward
mmract assets by 2.7 million, with an effsetting amount
of $2.2 million recorded in other comprehensive incame.

Impact of new accounting standards
In July 2001, the Financial Accounting Standards Board
(“FASB”} issuad SFAS Me.141, “Business O mbina’ior*“
and SFAS No.142, “Goodwill and Other Intarigible Assets
SFAS No.141 apphPs to all business combinations with a
closing date after june 30, 2001 and eliminates the nooling-
of-interests method of accounting and further clarifies the
criteria for recognition of intangible assets separately from
goodwill, SFAS Nn 142 etim;nate" the amortization of
goodwill and Indefnita intangible assels and iaitiates
an annual revisw for impaltrment, Identifiable intangibis

-
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amortized, The amostizali
and to othar infangibie asseis
Goonwill and othér intangibie
30, 2001 witll be affected upon ad)pmon The Co
arfopt SFAS No.142 for the ﬁ'sc tyear commensing
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perform an tmpairment test of its existing goorwill based on
a fairval Jw tonce i he Com p nv has not determined the
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a reasonable estimate of fair value can be made. The
associated asset retivement costs are capitalized as part

of the carrying armrount of the long-fived asset. Changesin
the liability for an asset retirement due {o the passage of
time shall be recognized as an increase in the carrying
amount of the liability and as an operating expense in the
statement of operaticns. SFAS Mo.143 is effective for fiscal
years beginning after June 15, 2002. The Company does not
anticipate that adoption of SFAS No,143 will have a material
impact on its resudls of operations or iis financial position.

August 2001, the FASB issued SFAS No.144, “Accounting
for the Impairment or Disposal of Long-Lived Assets™.
SFAS No.144 superseded SFAS No.121, “Accounting for the
impairment of Long-Lived Assets.and for Long-Lived Assets
to be Disposed GFf.” SFAS No.144 primarily addresses
significant issues relating to the implementation of SFAS
Mo, 221 and develops z single accounting model for long-
tived assets to be disposed of by sale that is consistent

with the fundamental provisions of SFAS No,121, SFAS

Mo 144 is effective for Hscal years beginning after
December 15, 2001, The Company currently has no plans
to dispose of any operations and, accordingly, does not
anticipate that adoption of SFAS No. 144 will have a material
impact on its results of operations or its financial position.

Forward-looking statements

Certain statements in this Annual Report, including the
message from the Chairmair and the operational review
from the Chisf Executive Officer, describe plans of
expectations for the future and constitute “forward-looking
statemenis” as defined in the U.S. Private Securities
Litigation Reform Act of 1995. Actual and future results and
trends eould differ materially from those sef fosth in such
statements due 1o various factors. Such factors include,
among others: genera’. economic and business conditions:
industry capacity; indusiry trends; competition; the
availability and raliability of ships; project performance;
currency fluctuations; the loss of any significant
customers; changes In business strategy or development
plans; availability, terms and deployment of capital;
availability of qualified personnel; changes in, or the
{ailure or inability to comply with, government regulations;
adverse court decisions and adverse weather condiiions.
Addittonal information concarning these as well as other
factors is contained from time to time in the Company’s
U.5. Securities and Exchange Commission (“SEC™Y filings,
inctuding but not limited to the Company’s report on Form
20-fF for the vear ended November 30, 2000. Copiss of
these filings may be obtaired by contacting the Company
of the SEC.
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Forithe year ended November 30
{in millions, except per shave datd)
Netoperating revenue
Non-recurring ftems
Netoperating income floss)
Cumutative effect of change inaccounting policy
losg)income o
ome per Common Share and Common
‘Share equivatent before cumulative effect of
change in accounting policy™:

Basic )

Diuted ‘
Net income per Common Share and Common Share
equivatent for the cumulative effect.of changa in
accounting policy™:

Diluted
Net (loss) Income per Comymon Share and
Common Share equivalent™:

B_Ei ske o

Dituted ) i
Weighted average number of Common Shares and
Common Share equivalent outstanding™:

Basic '

Diluted

AsofNovember3o =~
(i millions, except per share data)

Current assets less cusrent iabilities {ncluding cument
portion of tong-term debt and capital lease obligations

and debtdue to SN5A)
Non-cyrrent assets

Long-term debt, including long-term debt due to SNSA,
and capital lease obligations {inc lsudi:mg current p[ortio m

Otheriong-term Gabilities

Shareholders” equity

Book value per Comman Share and Common Share
eguivalent®
Totalmumber of Common Shares and Common Share
equivalent outstanding™

2001 000, 1999 1993 1957
5 SO S S S- |
1,255.9 . 9834 649.8 4311

(7.9 (3.3 B €

34.1 (5.0) 777 545

L - 3 -

(14.2) (34.4) 16.2 57.3 39.0
(0.16) .48 027 092 083

(0.16) 0.44) 027 D91 0.82

019 o4 oz Tasr  om

(0.16) {0.44y 027 0.96 0.82
Number Number fumber  Numbey Kumber

87.2 788 591 590  47.0

87.2 78.8 595 806 476
2001 “2000° 1559 agss 1997

ﬁs’:_‘ = :f::i_,, = '.—-’,5,‘__ — = $ ——5«

78.2 12.7 319 67.4 78.7

987.3 1,008.3 591.2 574.2 275.0
358.7 2925 200.7 2212 2.6
70.4 62.8 4.5 225 35
660.0 669.4 408.4 4006 348.0
757 7.68 650 679 5.90
Number - Number Mumber - Mumber _Numi‘fer
87.2 87.2 592 S0 59.0

“iNon-recurring items relate to the charge for the impalrment of the Comex trada name in 2001 (Note 2) and restructuring

charges in 2000and 1999 {Mote 15).

Al share data and per share data have been restated to reflect (i} the share reclassification on March ¥, 2001 whereby
Class AShares were reclassified to Commaon Shareson a one-for-one basis, (i} the Class A Share distribution on
june 25, 1998 .and (iii) the two-for-one share spliton January 9, 1998.
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To Stolt Offshore S.A.

We have aidited the accompanying consolidated balance
sheets of Stolt Offshora 5.A. (a Luxembourg company) and
its subsidiaries as of November 30, 2001 and 2000, and
the related consolidated statements of operations,
shareholders’ equity and cash flows for each of the three
years in the period ended November 30, 2001. These
financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion
on these financiat statements based on our audits.

We conducted our audits in accordance with generalty
atcepted auditing standards in the United States. Those
starndards reguire that we plan and perfoym the audit (o
obtain reasonable assurance about whether the financial
staternants are free of material misstatement. An audit
inctudes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles
used and significant estimates made by management, -
a5 well as evatuating the overall financial statement
presentation. We believe that our audits provide a
reasonahle basis for owr opinion.

In our gpinion, the finandal statements refesred 1o above
present fairly, Tn all material resperts, the financial pesition
of Stolt Offshore S.A. and subsidiaries as of November 390,
2001 and 2000 and the results of their operations and
thely cash flows for each of the three years in the period
ended November 38, 2001, in conformity with accounting
principles generally accepted in the United States.

Arthur Andersen

Glasgaw, United Kingdom

lanuary 30, 2002
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Stolt Offshore S.A. Re
-E -

\Fer the year anded November 30
(in thousands s exceptiper s shu rerdafa)

Not operating revenne
Operating expenses

Gross; pmﬁt $

— - U/Q L

Equity in net income of nop-consalidated joint ventures
Administrative and general expenses
Impairment of Comex trade name

Restit icturing charges

Na operatmg income (loss)

Non-operating (expense) income

interest expense

Interest incoma

Foreign currency exchange tosses, net
Otherincome,net

Income ([oss) befare iicome taxes and minority’ mterests
tncome tax (provis] »
{Loss)income before m(nontyTrTer;sts -
Minority Interesis

Net: floss) income

Earnings per: Common Share

CidaLiJt

1>

note 2

nite Y6

2001 " 2000
N S N
1,255,938 983,420 640,726
(1,161 ,553)  (930,046) js?g’s ,04)
94,385 53,374 72,622
7.5%  5.4% :1310
11,655 5793 5197
(64,043) (60,913) (51,825
(7,932) = -
. - {3298
34,065  (5,040) 24,155
29,271)  (32,157) {17,652
2451 2165 966

i ¥

Net (toss} income per Commorn Share and Common Share equivalent:

Basic
~ Dildted
Weig‘ﬁted average number of Cormtmon Shares and Commen Share
.equivalents outstanding

Rasic

Diluted

note 2

,(2

G23)
2,300 142

-9,222. f {35,700)-

0,619) 3,778

(11,399 922

Y §0_6),_;

(14 203) (74 441)
(0.46) (044
(0.16) {0.44)

1Nu‘mi:fer ) ﬂuifn‘qe(* .

87,201 78,774

87,201 78,774

The accompanying notes to the consedidated financial stalements are an integral part of these consolidated

financial statements.
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1623

0.27
0.27

. Mumber
59,092
59,545
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As of November 30
(inthousands, except share data)

Current assets

Cash and rash equivalents
Restricted cash deposits

Trade reccrvables

Inventosies and Wwork-i -in- -progress

Receivables due from related parties and short-term advances
fo non- consohdatﬂd }omt ventures

Pmoafd expenses and other current assets

Totat current assets -

Fixed assets, at cost

Less accumulated gepreciation and amortization

Total Fixed 2 assets, net

Deposits and non-current receivables

tnvestments in and advances to non-consolidated joint ventures
Deferred taxes

Geoodwill and other intangible assets
Prepaid pension asset

Totalassets
LIABILITIES AND SHAREHOLDERS' EQUITY |
Current liabilities

Bank overdrafts

Shortterm payables due to SNSA
\_urrnnt maturities of long- term debt and capitat lease obligations
Accounts payable and accrued liabilities
Accrued salaries and benefits

Other current liabilities

Total current liabitities

Long-term debt and caprtal lease obbgatrens
Deferred taxes

Other Kong “term Uabilities

Accrued pension fabitity

Mmorrfy interests

Total long- -term llabllmes

Commitments and contingencies

Shareholders’ equity

Common Shares, $2.00 par valua —~ 140,000,000 shares authorized
(2000: 34,000,000), 70,228,536 shares issued and outstanding
{2000: 22,723,134)

Class A Shares, §2. 00 par value - nil shares authorized (2000: 68,000,006},
nil shares issued and- Qut%(ar‘dmg (2000: 47,429,790)

Class B Shares, $2.00 par value — 34,000.000 shares authorized,
issued and outstanding (2000: 34,000,000)

Pald-in surplus

Retainad earnings

A-Mumu ated cmnprahaﬂ u‘/,ejoss

"foié! shareholders equity '

Total laabmhes and shareholders equrty

The accompanying notes to the consol, Ida[""j rnancui statements are 2n inte

financial statemants,

TIoNE 4
fota 5

nole &

note @

_aote?

aote 8§

aote 7
note 9
nste 10
note 2

notett

note 12

note 18

note 13

note 1%

note 13

note 10

nete 11

ant2s 17 and 22

ngte 19

pote 8

11,670

1,296

428,601
25,424

61,140
44,836
572,967

1,096,329

(316,858)

779,471

36,192
35,529
10,386
122,236
3,482

1,560,263

5,240
9,482
23,653
349,440
41,515

335.026 '

18,194

39,955
4,992
7,299

405,466

140,457

68,000
463,615
52,436
(64, 486)

T 660,022

1,560,263

ari of these consclidated

6,315
4337

268,491

33,701

29,837
51,817
394,498
1 042,974
{239,626)
803,348
24,223
37,004
13,705
126,733
3,261

1,402,772

1,767
8,512
3,844

. 255,624

36,736
75,344
381,827
7288,653
26,743
30,505
3,797
1,798
351,496

94,860

68,000
463,379

66.639
(68,875)
665,445

Ay T
1,402,772

55’“@"?’&%
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Stolt Off:

Common
Shares
(in thousands, except share data) $

Balance, November 30, 1998 44,731
Netincome -
Translation adjustments, net -
Comprehensive income

Exercise of share options 182
Other, net -
Balance, November 30, 1999 44,913
Issuance of 1,758,242

Class A Shares e
Issuance of 6,142,857

Class A Shares -
Issuance 0f 106,341,261

Class A Shares -
Issuance of 9,433,962

Class A Shares -
Net loss -
Translation adjustments, net -
Comprehensive loss -

Exercise of share aptions © 533

Other, net -
Balance, November 30, 2000 45,446
Reclassification of Class A

Shares to Commaon Shares 94,860
Net toss i -
Translation adjustment in

respect of SFAS No.133 -
Gain on hedging reclassified

into earnings -
Translation adjustments, net -
Comprehensive loss -

Exercise of share options 151
Gther, nat -
Balance, November 30, 2001 140,457

Class A
Shares
$

39,360

94,860

(94,860)

Class B

Share

- $
68,000

t

68,000

68,000

Paid-in
surplus

178,200 84,869

339
78)
178,551

21,934

101,357

79,317

81,132

© 1,280

(192)
463,379

376
(140}
463,615

Accumulated

N i’t;tai Compret‘en;n\;
Retained comprehensive shareholders’ income
eamings loss equity {loss)
S s s 5
(14,700} 400,550
16,213 - 16,213 16,213
- (8,825 (8,825 = (8,825
- - - 7,388
- - 583
- L
101,082 (23,525) 408,443
T T 25450
- - 113,643
- - 100,000
- - 100,000
(34,443) - (34,443)  (34,443)
- (45,350) {45,350) {45,350
- - - (79,793}
- - 1,898
- - 19
66,639 (68,875) 669,449
(14,203) - (14,203) (14,203)
- 2,238) (2,238) (2,238)
- 2,238 2,238 2,238
- 4,389 4,389 4,389
- - - (9,814)
- - 527
- - (140)
52,436  (64,486) 660,022

The accompanying notes to the consolidated financial statements are an integral part of these consolidated

financiat statements.
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for the year ended November 3&)
Un thousand:)

Cash flows from operating actlvmes
MNet {loss) Income

Adjustments to reconcile net{loss) income to net.cash provided
by operating activities

Depreciation and amortization

Impairment of Comex trade name

Amortization of drydock costs

Equity in earnings of non-consolidated joint ventures
Minority interest in consotidated subsidiaries
Deferred tax

Gain on sale of assets

Changes in-eperating assets and liabilities, net of acguisitions
Trade receivables

Prepaid expenses and other current assets

Inventories and work-in-progress

Accounts and notes payable

Accrued salaries and benefits

Other short-term and other long-term tiabilities
Payments of drydock costs

Netcash provided by operating activities

«Cash flows used in ‘investing‘ac'tivities

Acquisition of subsidiaties, net of cash acquired
Purchase of fixed asseis

Proceeds from sale of fixed and intangible assets
{sncrease) decrease in investments and other non-current financial assets
Dividends from non-consoiidated joint ventures
‘Net cash ‘used in mvestrng activntles

Cash flows prbvideﬂ by ﬁnancmg activities
Netincrease (decrease) in bank overdrafts
Proceeds from issuance of long-term debt
Repayments of tong-term debt

Decrease (increase) in restricted cash deposits securing capital lease
gbligations and accrued taxation liabilities
Repayments_of capital lease obligations
Decrease in funding from affiliate

Proceeds from the jssuance of Class A Shares
Exercise of share options

Met cash Aprovtded by ﬁnancmg actmtles

Effect of exchagge rate changes on cash

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents al'beginning of year

‘Castrand cash equivalents at end of year

2001
$
(14,203)

91,750
7,932
8,441

(11,655)
2,806

(4,434)
{1,234)

(141,003)

10,024
8,241
91,022
635
(25,928)
(17,893)

4,501

(61}
(62,868)
5,590
(26,089)
12,235
(71,193}

3,332
69,985

2,628
(3,845)

387
72,487

(440)
5,355
6,315
11,670

2000
$

(34,443)

82,117
3,985
(5,793)
2,521
(16,731)
(572)

18,316
(18,576)
13,160)

29,094

(5,517)

28,630
{11,638)

58,233

(111,175)
(61,722)
19,157
(6,886)

(160,628)

(104,323)
340,000
(175,597)

(2,601)
(5,425)
(150,000)
199,808
1,898
103,760

5 852

6,315

The accompanying notes to the consolidated financlal statements are an m’(egrul part of these consohdaxed

financial statements.

1999
16,212

56,136
3,793
{5,197)

(15,668}
(250)

42,320
774
4,653

 (53,737)

(8,793)
2,239
(2,108)
40,335

(90,518)

2,807
680
11,640

{75,791

5,624
34,000
(1,370)

(1,012)
(3,117)
583
34,708
{2,775)
(3,523)
3.375
5,852

(o © b"f‘g\g‘
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1. The Company

Stolt Offshore S.A. (“the Company™) is one of the largest
offshore contractors in the world with services covering alt
phases of subsea offshore oil and gas operations from
exploration to decommissioning. The Company operates in
morte than 60 countries worldwide and maintains regional
offices in the U.K.; Morway; Asia Pacific; Southern Eurcpe,
Africa and the Middle East (“SEAME™); South America; and
North America.

The market for the Company’s services is dependent upon
the success of exploration and the level of development
and production expenditures in the ofl and gas industry.
Such expenditures are cyclical in nature and influenced
by prevailing and anticipated oit and gas prices.

The Company has investmentsin saveral joint ventures,
the most significant of which is Mar Profunde Girassol,

a joint venture with a French engineering company. The
Company’s share of the joint venture’s net income Is 50%.

The remainder of the joint ventures in which the Company
has interests, with the exception of Seaway Heavy Lifting
Limited (“SHL™} and NKT Flexibtes 1/S, have been entered
into on project specific bases to enhance the rangs of
services provided to the customer. lin these joint ventures,
the Company wilt typically have interests ranging from 25%
t0 55%.

2. Accounting policies

Principles of consolidation

The consolidated financial statements have been prepared
in accordance with generally accepted accounting principles
inthe U.S. and include the accounts of all majority-owned
companies in which the Company has operating controt,
All significant intercompany fransactions and balances
have been eliminated. The Company accounts for its non-
consolidated joint ventures under the equity method.

The Company records minority interest expense, which
raflects the portion of tha earnings of the majority-owned
oparations that are applicable to the minority interest
pariners, Foltowing the acquisition of ETPM S.A. (“ETPM™)
in 2000, the Company increased its holding in Alto Mar
Girassol from 33%% to $6%4%. The minority interest amounts
recaorded in the accompanying consolidated financial
statements primarily represent the share of minority
partners interast in this entity and minotity partners 62%
interest inParagon Engineering Holdings, inc., the recently
acquired engineering service group which is discussed
further in Note 3.

PRl il LR CITENGEILD

Foreign currency translation

The Company, incorporated in Luxembourg, has U.S. Doltar
share capital and dividends are expected to be paid in U.S.
Dollars. As a result, the Company's reporting currency is
the U.S. Dollar.

The Company translates the firancial statements of its
subsidiaries from their functional currencies (usually local
currencies) into U.S. Dollars. Assets and liabilities
denominated in foretgn curencies are translated at the
exchange rates in effect at the balance sheet date. Revenue
and expensas are transiated at exchange rates which
approximate the average exchange rates prevailing during
the pariod, The resulting transiation adjustments are
recorded in a separate component of accumulated
comprehensive toss as “Translation adjustments, net”

in the accompanying consolidated statements of
shareholders’ equity. Exchange gains and losses resulting
from transactions denominated in a currency other than
that of the functional currency areincluded in “Foreign
currency exchange losses, net” in the accompanying
consolidated statemeats of operations. The functional
currencies of the companies that comprise the Norway
region and the LK. region are Norwegian Kroner and
British Pound, respectively. The U.S. Dollat is the
functional currency of the most significant subsidiaries
within the Asia Pacific, North America, SEAME and South
America regions.

The Company uses derivative instruments, primarily
foreign exchange forward contracts, to reduce its exposure
to currency fluctuations. Al of the instruments used are
hedgas against forecasted underlying operating or balance
sheet exposures, the former designated as cash flow
hedges and the latter designated as fair value hedges. The
Company does not enter into open speculative positions.
Effective December 1, 2000, the Company adopted
Statement of Financial Accounting Standards (“SFAS”)
Mo.133, “Accounting for Derivative Instruments and
Hedging Activities”, as amendad, which reguires that all
derivative instrumeants be reported on the halance sheet
at fair vatue and establishes ctiteria for designation and
effectiveness of hedging relationships. if the derivative is
dasignated as a cash flow hedge, the effective portionsof
the changes in the fair value of the derivative instrument
are recorded in other comprehensive income (“0C1”) and
are recognized in the statement of operations when the
hadged item affects earnings. if the derivative instrument
is designated as a fair value hedge, the changes in the fair
value of the derivative instrument and of the hedged item

o of &6




atiributable to the hedged risk are recognized in the resuits
of operations. ineffective portions of changes in the fair
value or the cash flow hedges are recognized in earnings,
The cumulative effect of adopting SFAS No.133 was aot
material. See the further distussion on desdvative
instruments in Note 23,

Revenue recognition

tong-term contracts are accounted for using the
percentage-of-completion method. Revenue and gross
profit are recognized each period based upon the
advancement of the worlk-in-progress uniess the stage of
completion is insufficient ta enable a reasonably certain
forecast of gross prafit to he established. In such cases, no
gross profit s recognized during the period. Provisions for
anticipated fosses are made in the periad inwhich they
bacome known.

A major portion of the Company’s revenue is bitled under
fixed-price contracts. However, due to the nature of the
services perfarmed, variation orders are commonly billed
to the customers in the normal course of business and are
recognized as contract revenue only after agreement from
the customers has been reached on the scope of work and
fees tobe charged.

Fixed assets

Fixed assets are recorded at cost or fairmarket value when
ohtained through acquisition, interest costs incurred
between the date that financing is provided for an asset
and the date that the assetis ready for use are capitalized.

No interest was capitalized for the years ended November 30;

2001, 2000 or 1995, Assets acquired pursuant to capital
teases arecapitalized at the present value of the underlying
lease obligations and amortized op the same basis as fixed
assets described betow.

Depreciation of fixed assets is recordad on a straight-line
hasis over the usefid lives of the assets as follows:

Construction support ships - 6 to 25 years
Operating equipment 7 to 10years
Buildings 20 1o 33 years
Other assefs , 51010 years

Ships are depreciated o a residual value of 10% of
acquisition cost, which reftects management's estimate of
salvage or etherwise recoverable value, No residual vatue
is assumed with respact {o other fixed assets.

Costs for fitting out construction support ships are capitatized
and amertized aver a period eguat to the remaining useful

life of the retated eguipment, Permanent matine inventories
on ships are depreciated in a manner similar to their
related ships.

Depreciation expense, which includes amgrtization
of assets under capital teases, was approximately
$86.0 miltion foy the year ended November 30, 2001
(2000: $76.2 mitlion and 1999: $50.3 mitlion),

On December 1, 1999 the Company changed iis accounting
poticy for drydock costs from an accruat basis to a defeiral
basis. Amortization of capitatized drydock costs was

$8.4 mitlion for the year ended November 30, 2001 {2000;
$4.0 millicn and 1999: $3.8 million), The uramertized
partion of capitalized drydock costs of $21.2 million
£2000: $11.9 million) is included in “Deposits and non-
current receivables” in the accompanying conselidated
balance sheets.

Maintenance and repair costs, which arg expensed as
incurred, were %42.1 million for the year ended November
30, 2001 (2000: $44.2 million and 1999: $33.7 million).

Goodwill and other intangible assets

Goodwill represents the excess of the purchase price over
the fair value of net assets acquired. Goodwill arisingon
acquisitions prior to June 30, 2001 is being amortized on

a straight-line basis over 15 to 30 years and is reviewed for
impairment whenever events or changes tn circumstances
indicate that the carrying value may not be recoverable.
Goodwill arising after this date will not be amortized

in accordance with SFAS No.142, “Goodwitl and Other

Intangible Assets” and is.tested for impairment on.an annuat.

basis or earlier whenever indicators of impairment avise.

Inciuded in the net back vatue of intangible assetsat
Movember 30, 2001 was goodwitt of $120.1 million (2000:
$117.7 mitlion) and other intangible assets of $2.1 (2000:
$9.0 million). The amortization expense for the year ended
November 30, 2001 was $5.7 million excluding the one-off
impairment charge for the Comex trade name as discussed
below {2000: $5.9 million and 1999: $5.8 million).

Duriag the year ended November 30, 2001, in light of the
increased worldwide recagnition of the Stolt Offshora name,
the Company reviewed the carvying value of its former trade
name Comex fpr possible impairment in accordance with

" SFAS Mo, 121, “Accounting for the Impairment of Long-Lived

Assetsand for Long-Lived Assets g be Disposed Of . The

Company determined thaf the value of the trade name had
been impaired and recorded a charge of $7.9 million inits
results of operations for the write-down of the trade name.

(o2 @“f‘ & &
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Cash and cash equivatents

Cash and cash equivalents include time deposits and
certificates of depaosit with an original maturity of three
months or fass.

Earnings per share
Earnings per share is computed using the weighted average
number of Common and Class B Shares and equivalents

_outstanding during each period. The computations for the

threeyears ended November 30, 2001 are based upon the
fetlowmg outstand ng shares

As of Nevember 30 N 2001 ;_ i go?)_qv A 4_ ;{?iQ
Basic ) ' 7 I
Comman Shares 70,201,030 61,774,156 42,091,928
Class B Shares 17,000,000 17 OOQ OQO 17, 000 0090

Total 87,201,030 78,774,156 59, 09"1 928

Diluted

Common Shares 70,201,030 61,774,156 42,544,870
Class B Shares 17,000,000 17,000,000 17,000,000

Total 87,201, 030w 78,774,156 59,544,870
Basic 87,201,030 78,774,156 59,091,928
Potentially dilutive -

share options - - 452,942

Dituted 87 201,030 78, 774 156 59,544,870

The dituted loss per share for the year ended November 30,
2001 does notinclude common share equivalentsin
respect of share options of 415,941 as their effect would
be anti-dilutive {2000: 624,373).

Class B Shares have only 50% of the economic rights of
Common Shares.

Alt share data and per share data have been restated to
reflect the share reclassification on March 7, 2001 whereby
Class A Shares were reclassified to Common Shares on a
one-for-one basis.

Stock'based compensation

The Company has elected to account for its stock based
compensation awards to employees and directors under
Accounting Principles Board (“*APB™) Opinion No, 25 and
to provide the disclosures required by SFAS No.123,
“Accounting for Stock Based Compensation” in Note 20,

Consolidated statement of cash flows

Cash interest and cash paid for income taxes during the
year ended November 30, 2001 were $27.2 million and
$13.7 million, respectively, (2000: $27.0 million and

$8.0 million, respectively, and 1999: $7.1 million and
$10.4 million, respectively).

Impact of new accounting standards

In July 2001, the Financial Accounting Standards Board
(“FASB™) issued SFAS No.141, “Business Combinations”
and SFAS No.142, “Goodwill and Other Infangible Assets”.
SFAS No.141 applies to all business combinations with

a closing date after June 30, 2001 and eliminates the
pooling-of-interests method of accounting and further
clarifies the criteria for recognition of intangible assets
separately from goodwill. SFAS No.142 eliminates the
amortization of goodwitl and indefinite-lived intangible
assets and initiates an annual review for impairment.
identifiable intangible assets with determinable useful
lives will continue to be amortized. The amortization
provisions apply to goodwill and to other intangible assets
acquired after June 30, 2001. Goodwill and other intangible
assets acguired prior to June 30, 2001 will be affected
upon adoption. The Company will adopt SFAS No,142 for
the fiscal year commencing December 1, 2002 which wilt

net gaodwill balance and perform an impairment test

of its existing goodwill based on a fair value concept.

The Company has not determined the impact that these
Statements wilt have on goodwill and other intangible
assets or whether a cumulative effect adjustment will

be required upon adoption to reflect the impairment of
previously recognized goodwill and other intangible assets.

in June 2001, the FASB issued SFAS No.143, “Accounting
for Asset Retirement Obligations”. SFAS No.143 requires
that the fair value of a liability for an asset retirement
obligation be recognized in the period in which it is
incurred if a reasonable estimate of fair value can be made.
The associated asset retirement costs are capitalized as
part of the carrying amount of the long-lived asset,
Changes in the tiability for an asset retirement due the
passage of time shall be recognized as an increase in the
carrying amount of the tiability and as an operating
expense in the statement of operations. SFAS No.143 is
effective for fiscal years beginning after June 15, 2002. The
Company does not anticipate that adoption of SFAS No.143
will have a material impact on its results of operations or
its financial position.

in August 2001, the FASB issued SFAS No.144, “Accounting
for the Impairment or Disposal of Long-Lived Assets”. SFAS
No.144 superseded SFAS No. 121, “Accounting for the
Impairment of Long-Lived Assets and for Long-Lived Assets
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to be Disposed Of.” SFAS No.144 primarily addresses
significant issues relating to the implementation of
SFAS No.121 and develops a single accounting modet
for long-lived assets to be disposed of by sate thatis
consistent with the fundamentat provisions of SFAS
}0.121, SFAS Ro.144 is effactive for fiscat years beginning
after December 15, 2001. The Company currentty has
no plans te dispose of any operations and, accordingly,
does not anticipate that adoption of SFAS No.144 witt
have a materiat impact on its results of operations or
its financial position.

Comparative amounts
Certain amounts within the 2000 financial statements have
heen reciassified to conform with the 2001 _pyesentation‘

- 3. Business acquisitions
- OnMarch 30, 2001, the Company acquired 82% of the *

voting rights and 62% of the economic rights of a newly
created company, Paragon Engineering Holdings, Inc.
{(“PEH™). PEH subsequently purchased 20% of the share
capital of Paragon Engineering Services, Inc. {“Paragon”),

a Houston-based engineering service company, and an
option to purchase an additional 40% of the share capital.
PEH exercised the option on September 4, 2001. On july 18,
2001, the Company purchased the entire share capital of
the Paris-based engineering company Ingerop LAwin
{“Litwin"}. These acquisitions, by adding conceptual design
and detailed engineering services, will enable the Cornpany
to better underiake all engineering required on many of the
large engineering, procurement, instailation and commission
type contracts that are expected to come into the market

ir the next few years.

The consideration, inctuding acquisition costs, paid

to acquire Paragon and Litwin was $16.7 mitlion of which
$4.3 million in relation to the Paragen acquisition has been
deferred for payment until March 30, 2005. The net present
value of the deferred payment has been included in *Qther
ong-term liabilities” in the accompanying balance sheet,
Additionatly, from March 30, 2003, the Paragon sate
agreement provides for a payment to be made to a former
sharehotder of Paragon, under the terms of a put and call
option, This payment is contingent upon a multiplier of the
future earnings of Paragon, as defined in the agreement,
exceeding the deferred consideration. No recognition of
the contingent payment has been made in the financial
siatements of the Company as it is not certain heyond
reasonanle doubt that this payment will be made and
currently itis not possibie to quantify the amount,

The results of Paragon have been included in the
consolidated rasults of operations from September 4,
2001, when the Company assumed effective contrel of
the entity. The amount which represents the minority
shareholders’ inferests in the results of Paragon,
effectively 62%, has been recorded as minority Interest
expense in the results of operations of the Company. The
resutts of Litwin have been included in the consolidated
results of operations from fuly 18, 2001,

The following table summarizes the estimated fair values of
the assets acquired and the abilities assumed at the date
of acqisisition. The Company is in the process of obtaining
third-party valuations of certain intangible assets, thus the
allocation of the purchase price is subject to refinement.

All intangible assets other than goodwil, which are mainly
customer lists and various engineering databases, are
subject to amortization over estimated usefu! tives of three
to 10 years.

(in thousands) ) 3
Current assets T T7730,989
Fixed assets, at cost 2,538
Intangible assets 2,066
Goodwll ‘ 8,475
Other non-cufrent assets - 939
Total assets acauired T 45,007
Cuerent liabilities {23,897)
Mon-current liabilities (799}
Minority interest (3,657}
fiet assets aici:;u;;ed S 16,654

On December 7, 1999 the Company completed a
transaction fo form a joint vénture entity, NKT Flexibles /S
(“NKT™), a manufacturer of flexible flowlines and dynamic
flexible risers for the offshore oil and gas industry. The
transaction was effected through the acquisition of Danco
A/S, a'wholly-owned Norwegian company, which holds
the investment fn NKT, NKT is owned 51% by NKT Holdings
A/S, and 49% by the Company through Danco A/S. The
total consideration for the acquisition was $36.0 miltion:
$10.5 miltion cash and the issue of 1,758,242 Class A
Shares, with an average guaranteed value of $14.475 per
share for a vaiue of $25.5 million. The Class A Shares have
subsequently been converted to Common Shares on a one-
for-one basis. As of November 30, 2001, the Company
continued to have an obligation for an average guaranteed
value of $14.95 over 1,128,742 Common Shares.

4ot 5&
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The acquisition of Danco A/S has beén accounted for by

the purchase method of accounting and, accordingly, the

operating results have been inciudedin the Company’s
results of operations from the date of acquisition. The excess
of cash paid over the fair vatue of net assets acquired has
been recorded as goodwill of $2.1 million at the date of
acquisition. The goodwill is being amortized over 10 years.
The Company accounts for the investment in NKT as a non-
consolidated joint venture under the equity method.

‘On December 16, 1999, the Company acquired

approximately 55% of the French offshore construction
and engineering company ETPM S.A. (“ETPM”), a wholly-
owned subsidiary of Groupe GTM S.A. {(“GTM™). GTM has
subsequently been acquired by Groupe Vinci S.A. {“Vinci”).
The remaining 45% of ETPM was acquired on February 4,
2009.

The total consideration for the acquisition was $350.0
miltion and was comprised of the following items: (i}
$111.6 million in cash; (i) the issue of 6,142,857 Class A
Shares, which have subsequently converted to Common
Shares on a ona-for-one basis, with a minimum guaraniee
price of $18.50 per share for a total value of $113.6
milljon; (itf) the assumption of debt of $18.4 million

due from ETPM to GTM and debt of $71.0 million due to
third parties; (iv) acquisition costs of $3.4 million; and

{v) $32.0 million being the net present value at acquisition
of a hire purchase arrangement for two ships owned by
GTM, the Seaway Polaris and the DLB 801, with an early
purchase option after two. years.

The acquisition has been accounted for by the purchase
method of accounting and, accordingly, the aperating
results have been included in the Company's results of
operations from the date of acquisition. The acquisition
generated negative goodwill of $5.8 million and non-
current assets have been reduced by this amount.

The acquisition was initially funded by cash providad

by Stolt-Nielsen S.A. {“SNSA™), the Company’s majority
shareholder, and was replaced by a bridge finance facmty
which has subsequently been repaid.

As described more fully in Note 24, Vinci has advised the
Company of its intention to sell alt of the Common Shares
given as partial consideration by the Company for the
acquisition of ETPM. The Company, in turn, has advised
Vinci that it will organize the sale. As specified in the ETPM
acquisition agreement, the minimum share price guarantee
of $18.50 per share will appty.

o5

The following unaudited pro forma information presents a
summary of the consotidated results of operations of the
Company, Paragon and Litwin as if the acquisitions occurred
at the beginning of 2000 and the consolidated results of
operations of the Company, ETPM and Danco A/S as if the
acquisitions occurred at the beginning of 1999. Pro forma
adjustments include depreciation and amortization, interest
charges on debt and lines of credit, elimination of deferred
gains, adjustments to operating lease expense, pension
adjustments, elimination of related party transactions and
the tax adjustments associated with the above. The pre
forma conselidated resulis of operations for the year ended
November 30, 2000 woutd not be materially different from
the actual resufts in respect of the acquisitions of ETPM and
Dance A/S as the acquisitions occurred close to the start of
the financial year.

Pro forma results for the Company, Paragon and thwm

(unaudxted}
For the year-ended November 30 2001 2000
(m thousanda, except per ahau data) .
Net operating revenue 1,313, 289 1,030,748
Net foss (14,193) (40,277)
Net foss per share: R
Basic . (01 (.51
Diluted - (g _{0.51)
Pro forma resuits for the Company, ETF’M and Danco A/S
) o 4(umaudrted)
For the year ended November 30 1992
{inthousands, exceptper sharedata) $
Net operating revenue ) 1,360,678
Net income ) 25,683
Net incomie per share: o ' e
Basic . . 0,33
Diluted : B} o O .33

The pro forma consolidated results do nat purport to be
indicative of resalts that would have occurred had the
acquisitions been in effect for the perfod presented, nor
do they purport to be indicative of the results that will be
obtained in the future.

The Company’s revenue for 2001 included sales of
$1.1 miltion to Paragon. The Company’s revenue for 1999
included sales of $2.1 million to ETPM. .

4. Restricted cash deposits
Restricted cash balances comprise both funds heldina
separate Company bank account, which will be used to
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settte accrued taxation Uabilities, and depbsits made by
the Company a5 security for cartain third-parly ebligations.
There are no vther significant conditions on the rastricted
cashbatances.

5. Trade receivables

Trade receivables at Novensher 30, 2007 of $4.28.8 million
{2000: $268.5 million) are net of allowances for doubiful
accounts of $9.2 million {2000: $8.3 willion). icluded

in trade recetvaliles at Kovember 30, 2091 was $215.1
miltion {2060: $99.8 mithon) of anbillad receivables,

6. Inventories and work-in-progress
tnventories and work-in-progress are stated at the lowsar
of cost or markat valhe and -mmpﬂ 58 i\he ?0 lowmg

As of November 30 2000 2000
finthousands) $ 5
Wateriats and supplies, netef T 7

reserve of $4,181 (2000: $2,423) 14,620 11,789
Spare parts, net of reserve of o

$1,402 {2000: $2,502) 5,288 5,027
Work-in-progress and mafilizations 4,227 14,441
Fuels 2,237 2,398

C osb are genmed*\, d-—wmmed i aurmdancn wrth the
weighted-average cost method, Costs of Biting ot and

praparing equipment for specific contracts are inclided

in work-in-progress. Such costs, principally laborand
materials, are amortized over the shorier of the expeded

dusation of the contracts or the estimated useful life of
the asset.

7. Employee loans

included in prepald expenses and other current assets are
oans to employeas of $4.5 million (2000: $2.6 million).
Included in deposits and non-cunent receivables are loans
to employess of $0.1 mikiion (2000: $5.4 mition).

8. Fixed assets, net
Fixed assels \mmpnae ine faéiewmg.

As of November 30 2001 T
(nthousands) 0§ % 5 %
Comstruction ' - o

support ships 715,367 65 711082 68
Cperating aguipment 322,339 29 IRLBIE 27
Lend and buiidings 19,964 2 15,916 3
Otherassets 38,659 4 30,180 3

1,896,329 100 1,642,974 108
Less: Accumudated ’ ’ o
depreciation and
ampetization {316,858)
779,471

9. Investments in and advances to non-consolidated joint
ventures

Investments i and advances o roa-consolidated joint
yertures Compmsﬂ i‘he fo{ meg

Asof November30 T “2000
{in theusands) Geogmphicaliocation - § 5
NKT Flexibles 1/ Demmark 48, 379 23237
HMar Profyndd '

Gisassof West Africa, SEAKE 9,580 11,261
Sonamet West Africa, SEAME (7,458} (8,129)
Sonastolt West Afifica, SEAME 6,150 5,321
Seaway Raawy ' 7
Hifting mlt‘EG - Uyprus 3,191 2,809
Project ol ' ' » )

Venres Horway, SEAME 2,555 207
Other Bormay, SEAME 3,132

in tlrcumstances where the fo‘mpan\ oW ore than JO

of the voting Interest, but the Comparsy’s ability to control
the operation of the investes is restricizd by the significant
pariicipating interest held by another party, the investirent
is consoidated under the eguity method of accounting.

The Company accries losses in excess of the investment
vaiue when the Lompany is committed to provide ongning
Financial support 1o the Joint venture.

Taxation in respect of project foint ventures bas beer
included in the resulis of the rellevant subsidiaries.
Undistributed raserves of all other joint ventures will
not be taxed on distribution,

Sumrmarized financial information for the Company’s non-
consolidated joint ventures, representing 100% of the
respeciive amonnts included in the joint ventures' fnandal
statements, is a5 foldows:

fncome statement data

for the year ended Mwember 30 20@1 o 2000 -3 Y
{in thousands) ) s % 5
Feloperating fevenve 296,308 357,084 237,516
Gross proft 27,599 ‘9 102 14,581
Netincome 24329 15351 13,317
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Balla\nce sheet data

AsofNovember 3 ) 7-‘031_“**—3(%
(nthoysnds) & 5
Currentassets . . 231,402 216,333
Non-currentassets 104, 868 _ 127'673
Current liabitities o . N 2{47 510
Long- term habw MZ_SJZQS'

For commercial reasons, the Company has structured certain
contractual services through its joint ventures. The income
statement data for the non-consolidated joint ventures
presented above includes the following expenses related
to transactions with the Company in 2001, 2000 and 1999
respectively: charter hire of $5,1 million, $4.4 miilion

and $7.2 mitlion and other expenses of $60.5 mitllion,
$34.2 mittion and $27.9 million. The joint ventures also
received revenue of $39.5 million, $45.0 million and

$7.0 million from the Company, The balance sheet data
inctudes amounts payable to joint ventures by the Company
of $9.7 million and $17.4 milkion and short-term amounts
receivable by the Company of $61.1 million and $29.8
million at November 30, 2001 and 2000, respectively,

10. Income taxes
The income tax (provmsxon) bnneﬁt !s as follows

Fortheyear ended November30 2001 2000 1599
{in thousands) _ o S 3
Current o (25 052) (12 9535 7, 139)
Deferred 4433 16,731 15,668
tncome tax o -
(provision) benefit  (20,619) 3,778 _ 8,509

The tax effects of temporary differences and net operating
toss carryforwards (“NOLs”) at November 30, 2001 and
2000 are as follom

Asof November 30
{in thou:ands) e

Net operating loss carryforwards
Other accruals, 1 re¢
Fixed ed assets

61,788
18952

290)  (72,822)

Net deferred taxbefore

valuation allfowance .. 51,956 7,918
Valuation allowance (57 142) f 95)
Net deferred tax iability (5,188} (13,038} ]
Short-tesm defesred tax assat | XSy R
Long~term deferred tax asset 10 386 13,705
Deferred tax fiability ) (18 194)  (26,743)

(5,186) {13,038}

SULIUGLTU (IIIAiTCidl QLOLTEHITTHILD Wl iy i

The Company accounts for income taxes in accordance with
SFAS N0.109, “Accounting for Income Taxes”. SFAS No.109
requires that the tax benefit of such NOLs be recorded as
an assetf to the extent that management assesses the
utitization of such NOLs to be “more likely than not”.

The Company has a net deferred tax asset in the U.S.
totalling $10.8 million. This represents NOLs, net of fixed
asset and other timing differences. These NOLs expire
through 2019. Management has decided not to increase the
deferred tax asset for NOLs at this time and has reflected
the loss in the current year as an item for which no benefit
is recognized.

Management has determined that the resuits of the U.S.
businesses have been severely impacted by the oil and gas
prices, which remained low for most of 2001. Management
believes, based on the Company’s history of eperating
earnings prior to this significant market slump and its
expectations for the future, that operating income of the
Company will more likely than not be sufficient to fully
realize the $10.8 million net deferred tax asset prior to the
expiry of the NOLs. In determining this, management has
considered the fact that there are a number of bids for
larger field development projects coming into the market
and that the margins on local business are expected to
recover in 2002 and a reduction in the intercompany interest
burden of the U.S. subsidiaries over the next few years.

The Company has taken a valuation allowance against the

brought forward deferred tax asset for NOLs of $1.6 million
in Australia and has recognized no deferred tax benefit
against the 2001 results.

The net deferred tax asset in Norway of $2.2 million
represents NOLs. Management has determined; based
on the history of operating earnings and expectations of
the future, that the operating income of the Company will
more likely thar not be sufficient to fully realize these net
deferred tax assets prior to the expiry of the NOLs, which
expire through to 2011,

The U.K. has unused NOLs, on a tax-effected basis, of
$4.4 million as at November 30, 2001, which may be
carried forward indefinitely,

The Company’s U.X. shipping subsidiaries have elected to
join the U.K. tonnage tax regime, whereby taxable income
over the next ien years will be computed in part by
reference to the tonnage of vessels. Accordingly, the
Company has releasaed pari of the deferred tax liability
arising on accelerated U.K. shipping tax allowances.

L7 o &8
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The income tax henefit (provision) at the Company’s effective tax rate differs from the income tax benefit (provision) at the

statutory rate. Principal reconciling ttems mclude the foﬁowmg

Forthe year ended November 30,2001 Y.5. S:andmawa -
{in thousands) 5
(Loss)/income before income )

taxes and minority interests  (45,886)  (3,220)

Utilization of prios year josses® - -
Income subject to withholding taxes - -

Income in nop-taxable areas - -

{Losses for which ne benafit i is recogmzed 45 914 T
Faxabie floss) income 28 (3,221)
Statutory tax rate 3%  28%
Tax at statutory rate o 9 902 (2,
Non-dedurtible amortization 1,682) -
Adjustments in respect of prior years 1,092 -

Change jnvaluation allowance 931 -

Imputed Interest deduction - =
Withholding and other taxes - ’ -
Permanent differences (350) 123
Change in tax regime . - =

Other B  :
mcome tax benefit {provi = 1,025
For 'théyAeafendé'd November 30, 2000

{in thousands)

{Loss)/income before income

taxes and minority interests (49,992} {24,935}
Utilization of prior year losses® - -
income subject to withhiolding taxes ~ -
imcome iy non-taxable areas - -
Losses for which no benefitis recognized 30,057 1,805 _
Taxable (loss) income {19,835 (23,030)
Statutory tax rate 34%  2%%
Tex at statulory rate ' 6,778 6,743
Non-deductible amortization {1,734) {9}
Adjustrents in respect of prior years 872 {1,500}
Change in valuation allowance ) - -
Tax credits for research and development - -
Imputed interest daduction - -
Withholding and other taxes ' - -
Participation exemption income - -
Changes in fax rates - -
Exchange loss - -
Other , 24 115
Ine omptax benefit (provision) 5,940 5,349

UK.
$

7,333

(382)
{3,849)

(3.226)

@212)

£62)
15,200

- {1,708)

T(594)

178
{485)
(758)

(249}
{1,324)

30%

France™

(21,910}
(1,957)

 (23,867)

36%
8,697
(2,920)
(3,324
(5,033)
173
(467)
(2.874)

5,413
{11,728)

43,157
6,342
38%

T (2584

(1,519)
3,932

(2,052)

(176)
213
(544)

(2,630) _

Sther
5

72,906
(37,105)
(28,776)
10,568

17,593

(7,036)
(5,138}
(8,752}
5,381
(8,48%)

990

23,039)

35,522
(525)
{38,254)
(25,360)
25,560
{3,057)

1,377
(666}

(500}

7,379
(8,935)
(2,237)

{196)
380
1 241

3,557

T Total

5
9,222
(1,957)
(37,105}
(28,776)
56,482

(2,134)
_40%Y

A%
354
{4,984)

{11,219)

(16,080)

5,381
{9,523)
{289}

15,200

541

- (20819)

(35,700)
(12,253)
(38,254)
(25,360)
71,793

(35,774)

31%
12,492
(2,902
{2,286)
{1,519)
3,932
7,379

{11,987)

(2,237)
(372}
593
_e87

73,778

“As5 a consequence of the acqmszﬂon of ETPM taxatnon in France has bemmo more significant and hac tuereﬂzre haen
separately identified in 2001 and 2000. In 1999, it was inciuded in “other”,

“The reported utilization of prior year losses against current year profits represents entities where deferred tax assets had

not previously been recognized for those issses.

“The staiutory fax rate for the “other” category represents a weighted average of various local statuiory fax rates
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&.r eyear ended November 30,1999 #5.  Scandinavie  BK France’” Other ol
% 5 5 s $ $

before ) mmme Taxes

terests 61,085 18,015 {128 30,902 7,704

rU?IhiathHUf Tiot year losses? - = Co- {20978 _ _ (10,526}
!ncc}m\emxﬂon-taxablﬁ areas T = = (B643)  (8,648)
‘ e = e 8,398 8338

T Uoss) asbds T 2w 19,726 (3 472)

o 34% W% 30% 37%°__ 50%

. o 13,969 {5 Eovm) B S ¢ 221) 1, 742

Non-de uchble amortization - {52) {145) By £5,2§)
Adjustraants in respact of prior ynar.. ) - - 750 e 750
Statetaxcredit ) 975 - . o~ T . T 975
Imputed tax deduction , - = e .. 4030 4,030
Change in valuation aflowanae i {216) - (3,808) T 1068 @)
Non-taxable dividend intome o T T
from Joimt ventures o - - = 189
Changes in tax rates - ' - R (192)

Exchange loss 3 - O 1,4¢

Other - S T :’ (172};;_ 7’9;5;
Income taxbeneﬁ i © 14938 _(1.278) 8,509

Hiag amnsequemeof the ac quu:mon mf ETPM zaxatzon in France has berome mmote sigaif ca‘xt and has therefore been
separately identified in 2007 and 2000. In 1999, Rt was inc fuded in “othar”.

¥The reported ulilization of prior year losses against current year profits represents entities where deferred tax assets had
nat praviously besn recognized forthose losses.

“The statutory tax rate for the “other” category represents a welghfed average of various local statutory tax rates including
centain revenue taxes,

——————e )
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11. Pension commitments

The Company operates both defined contribunon and
defined benefit pension plans, depending on location,
covering certain qualifying employees. Contributions under
the defined contribution pension plans are determyined as
a percentage of gross salary. The expense relative o these
plans for the years ended Novernber 30, 2001, 2000 and
1999 was $1.6 million, $1.1 million and $1.4 mitlion,
respectively.

The Company operates’both funded and unfunded defined
benefit pension plans. The benefits under the defined
benefit pensien plans are based on years of service and
salary tevels., Plan assets of the funded schemes primarily
are cornprised of marketable securities,

The following tables provide a reconciliation of benefit
obligation and plan assets:

As of November 30 2001 2000
{in thousands) o - s %
Changein beneﬁt ohligatxon ) i
Benefit obligation at

beginning of year 18,558 17,742
Sepvicecost 1,735 1,394
Interest cost 1,165 1,010
Actuarial (gams)ﬂosses N (266) 1,133
Foreign currency exchange

rate changes 131 (2,2935)
Benefits paid from plan assets 623 (426

Beneht obligation at end ofyear
Change In plan éséeis o

Fair value of plan assets at
beginning of year 19,155 19,023
Actualreturn on plan assets (2,198) 1.911
Foreign cusrency exchange

20900 18,558

rate changes 192 (2,407}
Company contributions 1,508 1,054
Benefits pald from plan assets (423)  (426)
E@fﬂeﬁﬁiﬂe\mi I 24 T
Fair value of plan assets at ’ T

endofyear 18,474 19,155

The following table sets forth the funded status of the
funded deﬁned beneﬁt pensron plans

Pm 1sion beneﬁta

For the year ended November 30 2001 2000
Gn thousands) i B A
Fanded status of the plans (2;426) 597
Unrecognized net gain 5936 2,693
Unrecognized prior service benefit 259 287
Unrecognized net transition obligation  (287) (316)
Prepaid ben e‘ﬁf cost . 3482 3 261

The wewhted average assump’(rons used are as fotlows

- Pensmm beneﬁts

2001 2000 1999
For}h_ey_ea;rﬂ!gﬁ Novemberjo : % % %
Discoumt rate” 6.2 6.1 63
Expected refurn on plan assets 7.0 7.0 7.1
Rate ofcompensatmn increase 3.2 3.3 33

Net periodic pension beneht costs forf&nded defi ned
benefit schemes mclude tha foUowmg CDT")pOﬂE“&YS

" Pension benehts

For the year-ended November 30 29001 2000 1999
{inthousands) h,s,, R
Sewvicecost 1,735 1,394 1,428
Interest cost 1,165 1,010 1,040
Expected return on plan
assets (1,308) (1.287) (1,251
Amortization of transition ) -
obligatien (41) 92 47N
Recognized netactuariallosses 38 38 155
Amortization of prior

icebenefit 86

SE

As at! \Iovember jO 2001 ali ofthe Company S fundud
pension plans had benefit obligations in excess of plan
assets, As af November 30, 2000, the Company had funded
pension plans which had benefit obligations in excess of
plan assets. The benefit obligations of these plans were
%6.2 miilion and the value of assets under these plans
were $6.2 miition.
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The following tables provide a reconciliation of the benefit
ebhvatron a“\d accrued pens»o*; {xabsh y ofthe unfunded plan.

P nsion berrehts

For the year ended November 30 2001 2000
{in thousands} .5 2
Benefit obligation atbeginning of year 3,797 Lo~
Acguisitions 612 3,642
Service cost ) 301 277
[nterest cost 223 213
Benefits paid from plan assets - {85}
Foreign currency exchange rate changes 59 (250
Beneﬁt obligation at eﬂd ofyn"r o 4 992‘_, 3,797

Asthe plan is unfunded, the bﬂneht ob manon is equatto
the unfunded status of the plan and the accrued pension
liability.

Th& wmch‘red :varage assumptlons u;ed are as follows

Penqon bensfits

2001 2000
FortheyearendedNovember30 =~ % %
Discountrate ——mw-ﬁi 62 5.5
Expected return on plan assets N/A  N/A
Rate of compensation increase ”3.;(} 3.5

Net periodic pension beneﬁt rosts mciude the thOWlnG‘
cemponents:

Pension benen 5

For the year ended November 3¢ - 2001 000
(in thousands) - T
Servicecost ~ 30 277
Interest cost ) 223 113
Benefitcost 524430

in Asia PnCl"‘sc retirentent mdcmmuem for which the
Company has accrued $0.3 million at November 30, 2001
{2000: $0.3 million) are paid as a lump sum upon retirement,
They are primarily based upon the employees’ vears of
service and salary levels

12. Bank overdraft and lines of short-term credit

As of November 30, 2001, the Company has external, third-
party bank overdraft and lines of credit and short-term

nan notes totalling $45.9 mitlion (2000: $38.3 mitlion).
Amounts borrowed pursuant to these facilities bear interest
at rates ranging from 4.22% 10 6.7 5% at November 20, 2001,
As of November 30, 2001 short-term borrowings under
these facilities totalled $5.2 million (2000: $1.8 million).

al statements - Nt

13. Long-term debt and capital lease abligations

The Company's principal credit facility is a $440.0 miliion
Securad Multi-Currency Revolving Facility (the “Secured
Credit Facility”) with a syndicate of banks, the lead banks
being Den norske Bank ASA, Banc of America Securities
LLC, Salomon Brothers Internationat Limited, HSBC Bank
plc and ING Barings LLC. The Secured Credit Facility was
entered into on September 22, 2000.

The Secured Credit Facility is a five-year revolving credit
facifity, which reduces to $385.0 million and $330.0 million -
on August 31, 2002 and August’31, 2003, respectively.
The total amount which can be drawn under the facility

and the interest charge en outstanding debt is based on
the ratio of the Company’s debt to earnings before interest,
faxes, depreciation and amortization (“EBITDA™). The
intarest charge will range from 0.75% to 1.75% over the
London InterBank Offer Rate (* LIBOR”). Debt under the
Secured Credit Facitity is secured by a first priority
mortgage on certain of the Company’s ships.

Under the Secured Credit Facility agreement, the Company
is permitted to borrow up to $100.0 million from SNSA
provided that this debt is subcrdinate and junior toall
indebtedness dug under the agreament.

As of Hovember 30, 2061, the Company had avallable bank
facilities of 3485.9 million of which $340.2 million were

utilized. Of the bank facilities utilized, $335.0 million was
classified as long-term debt.

Long-term debt, excluding Dorrowings from SNSA,
comprises the rollowmg

As of November 30 ' T 2000 2000
{inthousands) S 5

Revolving cr edlt agreemem
thh a weighted average
nterest rate of 3.82%

2000 8.31%) 335,000 265,000
Other bank borrowings 17 32
T o T "'3'35—657““56—5632
Less: current portion an 4
tongermdebt "335‘000 , '265 016

The pet ooo!\ vaiue of assefs co[ ateralizing this C—EbL was
$345.32 million as of November 30, 2001.

Total debt outstanding at November 30, 2001 is repavable
as $335.0 millionin .S, Dollars.,




Minimum annual principal repayments of debt for the fiscal
years subsequeht to November 30, 2001 areasfto {ow

15. Related party transactions
Related party iransactions consisted of the following

fin thodsands) _ g chargespaidtoSNSA:
2002 T T "ﬁ"—“j? For the year ended November 30 2000 2000 1999
2003 » ‘ o . a 5,000 {in thousands) ‘ N M’_‘_TEA*%_ _F o $
2005 T san000 Managgmaﬂ services . 3676 3 290 2,500
EZTT L men e ST T 335,017 Interest charges v 39& 3,561 10,412

- R = «Gbsalamee fees =282 -

The Secured Credst Facility contamb vatious ﬁnancial
covenants, including but not limited to, iminimum
consolidated tangible net worth, maximum consaolidated
debt to petworth and maximum consolidated debt

to EBITDA.

At November 30, 2001, property under capital leases,
comprising operating and other equipment, amountsto
$31.9 million, at cost. Accymulated amortization of these
leases is $3.5 million,

Minipum payments uhder capital leases at Movember 30,
2001, which are due primarily in U.S. Dollars, are as
fol(ows

(mthouscmds) _ _;»;_» o ;;Nw _7A;7: ) 3:
2002 T T T 2505
2003 20
2004 10 2006 -7
Total minimum lease payments 25,078
Less: Amount representing interest

and execufory costs o {1,418)

Present valuo of ne; muumum I

aymenis 23,662

14. Accounts payable and accrued liabilities
Accounts payable and accrued tiabilities comprise the
following:

As of November 30 T 7000 2060
{iathousands) & 5
invoice accruals | 230,243 154,758
Trade payahles 108,750 97,418
Trade notes payable 151 790
Other 10,296 2,658

T 349,440 255,624

Management services co mpﬂse charoes for legal,
sdministrative, treasury, taxation, insurance and
information technology services performed by SNSA
for the Company.

Short-term payables due to SNSA of $9.5 mitlion as of
November 30, 2001 {2000: $8.5 million) relate primarily
to outstanding insurance premiums and management
service charges.

16. Restructuring and reorganization program

in 2000, in relation to the integration of ETPM, the
Company recorded restructuring charges of $3.3 million.
Additionally, the Company capitalized costs of $1.0 million,
net of tax, as an adjustment to the purchase price of ETPM,

The costs are s&.mmanzen m the table b@low

Emensed
For the year ended {non-recurring
November 30, 2000 itemsy - Capitalized Total
(pthousands) 8§ $ 5
Redundancy costs T80~ 2,610
Lease costs, net of
tax of $0.4 million - 961 961
lntes«ra(ron costs 684 - 684
Totat 3 294 961 42 55

The reorgam/atmn program removed duplicate aapaczty

in the U.K, and SEAME regions. The Campany recorded
redundancy costs of $0.9 million to close the former

ETPM sites in the UK. and transfer all administrative and
operational functions to the Company’s office in Aberdeen,
Scottand and $1.7 million to close its office in Marseille,
France and transfer all operationat and administrative
functions for the SEAME region to Paris, France, The costs
associated with leasing and maintaining the U.K, premises
while vacant and, subsequently tnrmmdtmgtheiﬁases,
amounted to $1.0 million, The tease costs were capitalized
as an adjustment to the purchase prive of ETPM.
Additionally, integration costs of $0.7 miltion were incurred
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to introduce common information and reporting systems
and to standardize processes. All redundancy, integration
and lease costs have been fully paid, and there is no
outstanding provision for such costs at November 30, 2001,

During 1999, the Company carried out a reorganization of
its North Sea operations and closed offices in the UK. and
Norway. Non-recursing-costs amounting to $1.6 million were
expensed, of which $1.3 million related to redundancy

and relocation costs and $0.3 million related to other
admipistrative costs. All costs relating to this
reorganization were paid out during 1999 and 2000,

and there is no outstanding provision for such costs

at November 30, 2001.

17. Operating leases

Total operating lease commitments as of November 30,
2001 amount to $103.6 miltion. Charter hire obligations
towards certain construction support, diving support,
survey ard inspection ships account for $53.9 million of
the tofal commitments, The remaining obligations relate
to office facilities and equipment.

Total minimum annual lease commitments are payable
as follows:

(nthousands) T
2002 0 T o © 25,803
2003 B _ 22,874
2004 15,505
2005 i 13,809
2006 11,263
Thereafter - ‘

Ginthousands) 4~ﬂ?"—j‘i§§
Norwegian Kroper 47,124
Euros , - 33,168
U.5. Dollars _ _ o 15,920
British Pounds 6,633
Sirgapore Dollars B 488
Austratian Dollars e 220

1% of T8

Total operating lease rentals charged as an expense for
the year ended November 30, 2001 were $21.4 million
{2000: $23.2 miition and 1999; $28.1 million),

Future minimpm lease payments have not been reduced
by future minimum sublease rentals of $3.7 miltion under
operating leases.

18. Segment and related information

In 1999, the Company adopted SFAS No.131, “Disclosures
about Segments of an Enterprise and Related Information”
which changed the way the Company reported information
about ifs operating segments.

The Company has reportable segments based on the
geographic distribution of the activities as follows: the Asia
Pacific reporting segment includes all activities east of the
indian sub-continent including Australasia; the North
America reporting segment includes all activity in Canada, i
the U.S. and Central America; the Norway reporting o
segment includes all activities in Scandinavia and the
Baltic states; the SEAME reporting segment covers
activities in Sputhern Europe and Africa, India and the
Middle East; the Scuth America reporting segment
incorporates activities in South America and the islands

of the scuthern Atlantic Ocean; and the U.K. reporting
segment includes activities in the U.K,, Ireland, Germany,
Belgium, The Netherlands and islands in the northern
Atlantic Qcean, The Corporate reporting segment includes
iters that cannot be allocated to one particular region,
This reporting segment includes activities of the SHL and
NKT joint ventures; Serimer DASA, a contract welding
services entity employed both onshore and offshore by
pipelay contractors; Paragon and Litwin, which both
provide engineering services for the offshore oil and gas
industry. Also included in Corporate are assets which have
global mobility including construction support ships and
ROVs; other assets that are used globally and therefore
cannot be attributed {o any one reporting segment; and
management and corporate services provided for the
henefit of the whole group, including engineering, finance
and legal departments,

The accounting policies of the reporting segments are the
same as those described in Note 2. The segmental information
is presented after the elimination of intercompany balances
between the reportable segments. For the years ended
Movember 30, 2000 and 1999, inter segment sales and
transfers are not significant. For the year ended November
30, 2001, Corporaie shows a significant increase in net
operating revenue. This revenue arises from Paragon znd
Litwin, which were acquired during 2001.




Summarized financial information conceming sach of the Company's reportable segments is provided in the
fo c»wmgtab!es

'.Asia  joth 7 V‘South

For the year ended November 30, 2001 Pacific America Norway SEAME America UK. Corporate Total
(i thousands) ) 3 $ $ U R 5 5 .5
Net operatmg revenue

—externat 39,437 276,681 110,631 520,207 50,472 214,721 43,789 1,255,938
Net operating revenue '

--_intema{“* ) 4,255 78,970 36,768 78,311 12,674 53,080 4,567 ~

Equity in net income

-of non-consolidated

jointveniures - - 5,798 10,902 - ~  (5,045) 11,655
Depreciation and amortization (2,015) (21,566)  (1,074)  (5,984)  (6,003) (1,480} (53,648) (91,750)
Impairment of Comex

trade name - - - - - ~  {7,932) (7,932}
Research and development

expense. ] = - - - = (393) (393)
Interest expense  __ (421) (2,942}  (118) (2,891) (2,285) (458) (20,156)  (29,271)
Interest incorma - - - - - = 2,451 2,451

income tax {expense) benefit  3,242) - 1,025  (19,672) - £269 (2,999 (20,619)
Net (loss) incorme (3.238) (36,191) 12,746 4,857 5,494 5,554 (3,425}  (14,203)
Segment assets 37,449 325,643 55,475 294,267 87,517 81,05 678,892 1,560,263

tong-lived assets™ 14,328 70,244 12,839 64,875 62,092 13,073 613,741 851,192

Investments in and

advances to non-consolidatad

joint ventures - - 5,684 7,865 - - 21,980 35,529
Capitat expenditures 270 1,789 430 4,060 18,824 - 37,495 62,868

For the year ended November 3 30 2000
{inthousands) . . . o o .- o . i ) S
Net gperating 1 revenue 40,507 122,314 198,779 444,877 52,336 123,607 500 983,420
Equity in netincome a ) '

of non-consolidated .

joint ventures - - 1,019 9.427 ~ - {4,653) 5,793
Depreciation and. amortization (2,591) (21,717)  {1,102)  {4,770) (5,972] (3,620} {42,345 (82,117)
Research and development

gApense - - - T = - (950) {950
Restructuring charge - - ~ 1,793) ~ (1,501} ~ (3,294)
Interest expense {642y (5,225} (628 {1,503} (2,206) (1,199} (20,756) (32,157)
interest income - - - ~ - - 2,165 2,165
Income tax {expease) benafit  (104) 5,940 3,662  (10,867) 340} 3,483 2,004 3,778
Net (loss) income , (15 020) (15,285 6,719 9,242 8,081  (5,724) (22,456) (34,443)
Segment assets 32,974 268,663 62,301 253,625 77,559 97,316 610,334 1,402,772

Long-tived assets™ 16,450 88,924 6,527 73,127 66,207 26,786 586,554 864,575

Investments inand

advances to non-consolidated

jointventuras - - 2,470 B,488 ~ —- 26,046 37,004

Capital expenditures 433 3,487 337 3,769 20,307 9 33,757 61,724

“internal revenues are eliminatad on consolidation of the Company’s results and are therefore shown in the table o equal
o zern.

®Long-lived assets include net fixed assers, mvestments in and advancas to non-consolidated joint venturas and deposits

and non-curvent receivables.
| ©
|
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For the year ended November 30, 1999 Pacific America Norway SEAME America UK. Corporate Total
(inthousands) s ) 3 s % 3 $ % .5
Net operating revenue 42,715 156,399 164,539 57,114 36,355 162,032 1,572 640,726
Equity in netincome :
of non-consolidated

joint ventures - - 3,526 1,145 - 526 5,197

Depreciation and amortization (2,417) {24,127)  (2.476)  {1,413)  (5,244)  (2,149) (18,310) {56,136)

Research and development

expense ) - - - - - - {4,167} {1,162}
Restructuring charge - -~ {1,261) - = B7e) - (1,639
interest expense (455)  (3,948)  (1,845) {555) 987y - (1,731} (8,191} {17,692
Interest income - - - - - - 966 966
Intome tax benefit (expense) 465 14,609  {4,593) 530 - (2803 301 8509
Net ftoss) income (4,548) 8,521 11,190 3,928 8,776 = (2,283) (9,371} 16,213
‘Ca‘p‘italexpendﬁtures 3,704 9,030 913 380 14,661 1,818 60,412 90,918

®internal revenues are eliminated on consolidation of the Company’s results and are therefore shown in the table to equal

o zero.

®long-lived assets include net fixed assets, investments in and advances to non-consolidated joint veniures and deposits

and rion-current receivables.

During the year ended November 30, 2001, two customers
of the Company each individually accounted for more than
10% of the Company’s revenue. The revenue from the
largest customer was $269.2 million and was attributable
to the SEAME reporting segment (2000: $198.2 million
attributable to the Norway, SEAME, UK. and North America
reporting segments), The revenue from the second
customer was $131.5 million and was attributable to

the North America reporting segment.

During the year endad November 30, 2000, in addition

fo the largest customer described in the comparative
information above, another customer accounted for more
than 10% of the Company’s revenue, The revenue from this
customer was $99.3 million and was attributable to the
Asia Pacific, Norway, SEAME, U.K. and North Amerita
reporting segments,

During the year ended November 30, 1999, one customer
accounted for more than 10% of the Company’s revenue.

Revenue from this customer was $76.5 million and was -
attributable to the Norway reporting segment,

19. Common Shares, Class A Shares and Class B Shares
The Company has authorized share capital of 140,000,000
Common Shares, par value $2.00 pet share, and
34,000,000 Class B Shares, par value $2.00 per share.
Class B Shares are convertible into Common Shares, on a
two-for-one basis, at any time at the option of the Class B
shareholders,

On March 7, 2001, the Company reorganized the share
structure of the Company by increasing the authorized
share capital of the Company from 102,000,000 to
140,000,000 Common Shares and reclassifying all
outstanding Class A Shares to Common Shares on

a one-for-one basis.

On February 4, 2000, the Company issued 6,142,857 Class
A Shares, which have subsequently been reclassified to
Common Shares o1 a one-for-one basis, as partial
consideration forits acquisition of the French offshore
construction and engineering company ETPM as described
in Note 3.




Dirring 2000, the Company, through a series of
transactions, issued 19,775,223 Class A Shares, which
have subsenquently been reclassified $o Common Shares
on 2 one-for-one basis, to SNSA fer cash of $200.0 millicn,

On December 7, 1999, the Company issued 1,758,242
Class A Shares, which have suhsequently been reclassified
to Common Shares on a one-for-one basis, as pastial
consideration forits acquisition of the 49% interestin

NKT a5 described in Note 3.

As of November 30, 2001, 70,228,536 Common Shares
and 34,000,000 Tlass B Shares were outstanding. SNSA
holds 42% of the Common Shares and 100% of the Class B
Shares which represents an econgmic intevest of 53% of
the Corapany and 1% of the voling rights.

Commaen Shares and Class B Shares vote as a single class
on all matters submitted $o a vote of shareholders, with
each share entitled to one vote, with the exception of
recapitalization, reclassification or similar transactions
affecting the relative rights, preferences apd priosities of
the Commen Shares and Class B Shares, which require
an affirmative vote of ifve holders of a majority of the
outstanging Common Shares and Class B Sfvares each
voiting as a separate class. With sespract to liquidation
and dividend rights, the Class B Shares receive $0.005
per share for each $0.01 per Common Share.

Luxembourg law reguires that 5% of the Company’s
unconsolidated net prafits each year be allocated to 3 legat
reserve before declaralion of dividends. This requicement
continues until the reserve is 10% of the stated capital of
the Company, as represented by Common Shares and Class
B Shares, after which mo further allocations are reguired
untif further issuance of shares,

The tegal reserve may also be satisfied hy allocation of the
requtired arount at the isswance of shares or by a transfer
from paid-in swplus. The legal veserve is not available for
dividends. The legal reserve for.all outstanding Comumon
Shares and Class B Shares hras been satisfied and
appropriate atterations are made to the legal reserve
account at the time of each isswance of new shares.

No portion of retained earnings represents undistributed
earnings of non-towsolidated jomt ventures at November 30,
2001 or 200G,

T Y AAT SINAYW RID VINASY e AINNGHA DAY L1

20. Share option plan

On April 28, 1993 the Company adopted a share option
plan (“the Plan™) covering 7.7 snillion shares represented
by Common Shares, Class A Shares or any combination
thereof not exceeding 7.7 million. Since March 7, 2001, all
Class A Share options, when exercised, are automatically
converted inte Commen Shares.

The Company accounts for awards granted to divectors and
keyemployess under APB Opinion No. 25, underwhich no
compensation costhas beentacognized. Had compensation
cost for all share option grants n fiscal years 2601, 2600
and 1999 been determinad consistent with SFAS No.123,
the Company’s nef (lossdincome and net fossiincome per
share would be changed to the fo iowmg pro forn 8. an’munts:

For the year ended Hoveriber 30
fin thousands, 2009 15%9
exceptpes share data) S % %

Net {loss) incomne (14,203) (34,443 16,213 1
Net (loss) fncome !
pro forma ] (17,944)  (37,633) 13,644

(Loss) income per : share, as ‘xepofted .

Basic {6.16) {0.44) 0.27

Dilpted {0.16) (0.44) 0.27

'(Loss) mcome per share prod forma

Basic {0.213) {9.48) 0.23

»D)iuted {0 21} (O,ABJ 0.23

Options may bp gramed under the Ptan Wh]ch are
exercisable during perjods of wp o ten years, The options
granted under the Plan will be at an exercise price noi less
than the falr market value per share at the time the cption
is granted. Uptions vest 25% on the first anniversary of
the grant date, with an additiona! 25% vesting on each
subseguent anniversary, A Compensation Committee
appointed by the Couvpany’s Board of Directors adminisiers
the Plan, Options are awarded at the discretion of the
Company to Directors and key employees.

7)o 0‘{* 5 €
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The following tables reflects activity under the Plan for the three:year peried ended November 30, 2001:

For the year ended November 30 2001 ) _,._‘Z_Q:Q‘é . I 1
Weighted Weighted Weighted

average average average

. exeicise price exercise price ) exercise price

) A Shares ~ §  Shares - Shares 5
Outstanding at beginning of year 2,533,249 10.00 2,088,736 944 1,971,306 8.94
Grantad 640,300 13.43 880,949 10.34 365304  10.49
Exercised (75,612) 6.98 {309,237} 614  {121,901) 4.71
Forfeited (73,527 1115 (127,199 1163 (125,971 1032
Outstanding at end of year 3,024,410 1077 2,533,249 1000 2,088,736  9.44
Exercisable atend of year 1,477,306 9.65 1,037,466 899 971044 772
Weighted average fair value _ 7 S
of optitons granted . 10.36 743 . 812

All share data and per share datfa has been restated to reflect the share reclassification on Masch 7, 2001 whereby Class A
Shares were reclassified to Common Shares on a-one-for-ene basis. v

The fair value of each share option grant is estimated as of the date of grant using the Black Scholes optiosn pricing mode!
with the foltowing weighted average assumptions:

, 20 2000 1999
Risk free interest rates S . 5.62%  6.55%  5.82%
Expected lives 7 years 7years 7 years
Expected volatility 81.0% 70.2%  _ 88.0%
Expected dividend yields e T e T B T




Range of exercise pme

Thn fqhowmgtables summarize mformatwn about share options. outs’candmcas of November 3 2001

As of November 30, 2001

Options

Range of exercise price outstanding

'Common Shares

$13.56 - 16.58 , 800,300
$7.82 - 11,12 S © 13,000
$5.17 ~7.38 121,830
$2.71 - 3.00 , 111,750
N , 1,046,880
Class A Shares -
$12.13 - 16,58 106,250
$7.82~11.13 1,115,187
$5.17 - 7.3% 61,250
$2.71 - 3.60 . 52,125
1,334,852

Optnoms oListandmg

Weighted
average
remalning
contractual
fife {years}

8.79
9.73
4.95
3.77
7.82

6.72
8.16
%.95
3.80

7.73

Weighted
average
exereise price
$

14.25
9.81

5.74

2.77
11.98

16.18
10.21
5.74
2.77
10.19

Optxbﬂs examsable

Weighted

average

Number  exercise price
exercisahle

137,625 16.58
121,830 5.74
111,750 2.77
371,205 8.87
74,938 16.44
353,234 10.19
61,290 5.74
52,125 277
541,587 9.83

As part of the acquisition of the former Cean ic Co‘porat on in 1998, holders of Ceanic share optians were entitled to
exercise all vested and ene-third of the unvested options, or to cenvert any portion thereof to vested Stolt Offshore S.A.
Common Share options. Their remaining two-thirds unvested Ceanic share options were automatically converted to

m‘ormation about these optrons wh;ch are outstandmg as at November 30, 2001:

Ophon; outsta rding

Options

Common Shares

$7.82-11.20 530,149
$s.21-738 . . 112513
642,678

_ outstanding

Weighted
average
remaining
contractual

life {years)

5.93

585

550

Weaighted
average
exercise price

3

10.75

999

642

unvested Stolt Offshore S.A. Common Share options at the date of acquisition. The following table summarizes

Options exercisable

Weighted

average

Number  exercise price
exercisable $
464,541 14.76
L5983 643
564,514 9.9¢

7%9{‘%
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21. Profit sharing plan

During 1993 the Company adopted a profit sharing plan

which distributes 10% of the Company’s net income

after specified adjustments, to certain of its employees

worldwide. Tha determination of an émployee’s individual

award will be based on salary and overall contribution

to the Company. The Compensation Committee appointed

by the Company’s Board of Directors administers this plan.
" lo charge in respect of profit sharing has been Included

in the statement of operations for each of the years ended

November 3¢, 2001, 2000 and 1999.

22, Commitments and contingencies

The Company has issued performance bonds amounting to

5418 mitlion at November 30, 2001. in the normal course
of business, the Company provides project guarantees (o
guarantee the project performance of subsidiaries and joint
ventures to third patties.

At November 20, 2001, the Company has committed to
purchase fixed assets of $15.1 million from external
suppliers.

Coflexip S.A. (“CS0”} has commenced legal proceedings
through the U.K, High Court against three subsidiaries of
Stolt Offshore S.A. claiming infringement of a certain
patent hetd by CSQ refating to flexible flowline laying
technology in the UK. Judgment was giver on January 22,
1999 and january 29, 1999. The disputed patent was heid
valid. The Company appealed and the Appeat Court
maintained the validity of the patent and broadened its
application compared to the High Court dacision. The
‘Company has apnlied for {eave to appeal the Appeal Court
decision to the House of Lards, which has now heen
denied. During 2001, (5C submitted an ameoded claim to
damages claiming the tost profits or a total of 15 projects.
In addition, thera is a claim for aliegad price depreciation
on certain other projects. The total claim is far
approximately $89 million, up from apﬂroxi"nateiy $14
million claimed previously, plus interest, tegal cosis and a
rayalty for each time that the flasible lay system towesr on
the Seaway Faicon was brought into U.X. waters. The
Company estimates that the ioral claim will be of the prder
of $115 million. In the alternative, (SO claims a reasonable
royalty for each act of infringement, Interest and legal
co5ts. CSO has not quantifiad this claim, but it will be
cansiderably less than the claim to tost profits. The
Company, in consultation with #s advisers, has assessed
that the range of possible cuttomes for the resolution of
damages is $1.5 miltion to %115 mitlion and has
delermined that there is no amount within the range
i3 a battar estimate than any othar amount. Consequently,
in %co“*ame n itk S : wnting for Contingencies’
milllon in the fnandal
unt of the range. The
gncertain and ne
dad amount is

m

Vv

‘%[akmﬂus ﬂeiub
amgount of ‘=~nar“5 is nevertl.
Lanre|an = glyen that the provid
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in Sentember 1999, the Company terminated its charfer of
the ship, Toisa Puma, for default. The Company is currently
in arbitration with the ewners who are contesting that the
termination was wrongful. The arbitration has held that
the ship was in breakdown, but that the termination was
nevertheless wrongfut. The Company applied for leave to
appeat the decision to the High Court, which has been
denied. During 2001, the owner has guantified his claim
to approximately $8 million. The Company has disputed the
magnitude ef tha claim in relation o lack of instigation, lack
of cost savings and {ack of actual toss for parts of the claim.
In addition, the Company has a counterciaim related to the
breakdown of the shin. The Company, in consultation with
its advisars, has assessed the range of possible outcomes
for the resolution of damagas with the upper amount being
$8 million. The Company has determined that there is no
amount within the range that Is a better estimate than any
other amount, Conseguently, in accordance with SEAS
No. 5, the Company has provided in the financial
statements an amount to cover the liability for damages
which (s at the lower amount of the range. The amount of
such liability is meverthaless uncertain and no assurance
€an ba given that the provided amount is sufficient.

Legal costs are expensed as incurred.

in the ordinary course of business, vaiicus claims, suits
and complaints have been-filed against the Company.

In the opinion of management, all such matters are
adequately covered by indemnity agreements, recorded
pmvisions in the financial statements and insurance or,
if not so covered, would not have 2 material effect on the
financiat position, results of operations or cash flows of
the Company if resolved unfavorably.

23, Financial instruments

The Company operates in z large number of countries
throughout the world and, as avesult, is exposed to
currency fluctuations iargely as a resulf of incurring
operating expenses it the normal course of business.
The Company’s major fareign curvency avnasuies are ta
the Euro, British Pound and tlon viegian Krone, To manage
this volatifity, the Company netsthe exnosuras on a

cousolidated basis to take advantage of natural offsets.

For the residual portion, the Compaay enters {nto derivative
instruments pursuant to the Lornp:nv’\ pUxIC'ES in areas

TH c’1 as meferpaﬁy 2xp05

ure and he srmg ,;ra t(ccs

rw. value of cas!
mm, hedgad. The
sative instrumerts




standard foreign exchange forward contracts which subject
the Company to a-minimum levelof exposure risk and have
maturitiesof less than 18 months. The Company does not
consider that it has a material exposure to credit risk from
third parties failing te perform actording to the tetms of
defivative lnstruments.

The fotlowing foreign exchange forward contracts, maturing
between December 13, 2001 .and june 27, 2002 were
outs’candingras o‘f November 30, 2001:

Fdr‘fl:lé‘year‘endea November 30

{ia thousands) 2061 2000
o _ Purchase  Selt Purchase Sell
Euros 23,396 ~ 143,894 -
Singapora Dollars 300 - - -
Norwegian Kroner - = 97,600 -
British Pounds - = - 7,240

As of Novamber 30, 2001, the fair values of these
derivaiive instruments were recorded in the consolidated
Balance sheet as $0.8 miltion in assets and $0.8 million
in Mabilities. Gains and losses on these instruments

are defarred in O uatitthe underlying transaction is
recognized in the results of bperations. Qualifying cash
flow hedges currently deferred in OCl are not material.
These amounts will be reclassified into resutts of
operations as the underlying transaciions are recognized.

Durintg the year ended November 30, 2001, no amount was
recognized in the statement of operations for an amount
relating {n a hedge's ineffectiveness or to a discontinued
fair value hedge or cash flow hedga,

The fotlowing table summarizes the estimated fair value
amounts of the Compamy’s nther financial instruments
which have been determined by the Company, using
appropriate rearket information and valuation methodologies.
Considerable judgment is required to davelop thess
estimates of fair values, thus the estimates provided hersin
are not necessarily indicative of the amounts that could be
realized in a current market exchange:

As of November 30 2001 2000
Larrying Fair  Carmrying Fair

amount value amouni valae

{omillions) ] $ s ®

Financial assets _
Cash and cash

equivatents 11.7 11.7 6.3 6.3
Financial liabilities ]

Bank overdrafts 5.2 5.2 1.3 1.3
Long-tevm delst 335.0 335.0 2850 265G

The carrying amounts of cash and cash equivalenis and
bank overdrafts approximate their fair valne. The estimated
velue of the Comoany’s long-term debt is based on inferest
rates ai Hovember 30, 2001 and 2086 using dabi
mstruments of sinilar risk,

24, Subsequent events

Vinch, owner of the 6,142,857 Commaon Shares issued

as partial consideration in the acquisition of ETPM in
December 1999, has advised the Company of its intention
to sell all of the shares as permitied by the ETPM
acquisition agreement. The Company in turn has advised
Vinci that it will organize the sale and itis the Company’s
intention to buy the shares back in the second quarter of
2002. The transaction will be funded through the use of
existing credit facilities and the sale of Common Shares to
SNSA.and ofher interested parties for up to $65.0 million.
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Regional Offices
Asia Pacific North Sea — United Kingdom
Stolt Offshore Pte Stolt Offshare Limited
25 Lovang Offshore Supply Base Bucksburn House
Sops Way Mailbox 5136 Howes Road
Singapore 508988, Singapore Aberdeen AB16 7QU, United Kingdom
Tel: +656 545 6066 Tel: #44 1224 718200
Fax: +65 6 545 6618 Fax: +44 1224 715122
North America South America
Stolt Offshore inc. Stolt Offshore S.A.
. 900 Town and Country Lane, Suite 400 Rua Mexico, No 3/11° and
Houston TX 77024, United States Centro-Rio de faneire
Tel: +1 713 436 1100 20031-144, Rl-Brazil
Fax: +1 713 461 0039 Tel: +55 21 220 6060
Fax: +55 21 220 5401
North Sea — Norway
Stolt Offshore AS Southern Europe, Africa and the Middle East
Verven 4 Stolt Offshore S.A.
PO Box 740 32 avenue Pablo Picasso
4004 Stavanger, Norway 92754 Nanterre cédex, France
Tel: +47 51 84 50 00 Tal: +33 1 40 97 63 00
Fax: +47 51 83 59 00 Fax:+33 1 4097 63 33

Stock trading history

Common Shares ~ Osla Stock Exchange [Norwagian Kroner) Ticker STO

Foryear ended November 30, 2001 Qi Q2 Q3 Q4
High 138 141 137 85
Low 88 117 80 57

Common Shares ~ Wasdaqg (1.5, Dollars) Tickar SO54
For year ended November 30, 2001 ) Qt Q2 Q3 Q4
High 15.25 15.88 14,65 9.40
Low 9.50 12.69 8.46 6.15
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M.S. Limited -

‘ ser Commumcatlons and Investor Relatlons

King,
gy 1224 718436
603 0267 (U. S “Toll Free)
=Faxr =+ 1224 715957
- ;. Email; 'ulla,n‘.th,omson@stoltoffshore.com

] el sen Transportatlon Grouﬁ
wned subsndlary of Stolt Nlelsen S. A

Fax: 44722 48 1171
Email': gr'e:th:e-..n\es@d?n;b.‘no

! wWw.c1t|lba‘n_k.‘c0m/ad.r

Arthur Andersen
Gla*sgow, ited ngdom

prospects, tax considera
»arketmg Support
mmated

in llght of the Company’s earnmgs, financial condition,”
n-and foreign exchange fates.-
The Company will pay dividends, nfany, in U.S. Dollare. ‘
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Time Sensitive ‘ CITIBAN (ew_

Materials

Depositary’s Notice of
Shareholders' Meeting of
Stolt Offshore S.A.

ADSs: American Depositary Shares, evidenced by American
Depositary Receipts ("ADRs").

ADS CUSIP No.: ' 861567105.
ADS Record Date: March 22, 2002.
Meeting Specifics: Annual General Meeting - May 2, 2002 at 3:00 P.M. (local time) at

the offices of Services Généraux de Gestion S.A., 23, avenue
Monterey, L-2086 Luxembourg.

Meeting Agenda: Please refer to the Company's Notice of Meeting enclosed herewith.
ADS Voting Instructions On or before 10:00 A.M. (New York City time).on April 25,
Deadline: 2002.

Deposited Securities: Common shares, $2.00 par value per Share, of Stolt Offshore S.A., a

company incorporated with limited liability under the laws of
Luxembourg (the "Company”).

ADS Ratio: 1 Common Share to 1 ADS.
Depositary: Citibank, N.A.
Custodian of Den norske Bank ASA, Oslo, Norway.

Deposited Securities:

Deposit Agreement: Deposit Agreement, dated as of June 25, 1998, among the
- Company, the Depositary and all Holders and Beneficial Holders
from time to time of ADRs, evidencing ADSs, issued thereunder.

To be counted, your Voting Instructions need to be received by the
Depositary prior to 10:00 A.M. (New York City time) on April 25, 2002.
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The Company has announced that an Annual General Meeting of Shareholders (the "Meeting") will be
held at the date, time and location identified above. A copy of the Notice of Meeting from the Company
which includes the aoenda for such Meeting is enclosed.® :

Holders of ADSs wishing to give voting instructions to the Depositary must sign, complete and return
the enclosed Voting Instructions prior to the ADS Voting Instructions Deadline in the enclosed pre-addressed
envelope.

Upon timely receipt of signed and completed Voting Instructions from a Holder of ADSs, the Depositary
shall endeavor insofar as practicable and permitted under applicable law and the provisions of the Deposited
Securities to cause the Custodian to vote (or to cause to be voted by means of the appointment of a proxy or oth-
erwise) the Deposited Securities in respect of which Voting Instructions have been received in accordance with
the instructions contained therein.

The information contained herein with respect to the Meeting has been provided by the Company.
Citibank, N.A. is forwarding this information to you solely as depositary and in accordance with the terms of
the Deposit Agreement and disclaims any responsibility with respect to the accuracy or completeness of such
information. Citibank, N.A. does not, and should not be deemed to, express any opinion with respect to the pro-
posals to be considered at the Meeting. The rights and obligations of Holders and Beneficial Owners of ADSs,
the Company and the Depositary are set forth in their entirety in the Deposit Agreement and are summarized in
. the ADRs. I you wish to receive a copy of the Deposit Agreement, please contact the Depositary at the num-
ber set forth below.

If you have any questions about the way in which Voting Instructions may be delivered to the
Depositary, please contact Citibank, N.A. - Shareholder Services at 1-877-CITI-ADR (1-877-248-4237).

Citibank, N.A., as Depositary

* Pursuant to Section 4.9 of the Deposit Agreement, Holders of record of ADSs as of the close of business on the ADS
Record Date will be entitled, subject to any applicable provisions of the laws of Luxembourg and the Articles of Association of the
Company, and the provisions of or governing the Deposited Property, to instruct the Depositary as to the exercise of the voting
rights, if any, pertaining to the Deposited Securities represented by such Holders' ADSs.
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10:00 A.M. (New York City time) on Apnl 25, 2002 for action to be taken.
2002 VOTING INSTRUCTIONS AMERICAN DEPOSITARY SHARES

m
Stolt Offshore S.A._

"CUSTP No.: ‘ ' 861567105,

ADS Record Date: March 22, 2002.
Meeting Specifics: " Anpnual General Meeting - May 2, 2002 at 3:00 PM. (local time) at the offices
of Services Généraux de Gestion S.A., 23, avenue Monterey, L-2086
: Luxembourg.
" Meeting Agenda: oo " Please refer to the Company's Notice of Meeting enclosed herewith.
Depositary: ~ " Citibank, N.A.
Deposit Agreement: Deposit Agreement, dated as of June 25, 1998.

Deposited Securities: Common shares, $2.00 par value per Share, of the Company.
Custodian: Den norske Bank ASA, Oslo, Norway.

The undersigned holder, as of the ADS Record Date, of the American Depositary Receipt(s) issued under the Deposit Agreement and evidencing the American
Depositary Shares identified on the reverse side hereof (such American Depositary Shares, the "ADSs"), acknowledges receipt of a copy of the Deposntary’s
Notice of Shareholders' Meeting and heteby irrevocably authorizes and directs the Depositary to cause to be voted at the Meeting (and any adjournment or post-
ponement thereof) the Deposited Securities represented by the ADSs in the manner indicated on the reverse side héreof

Please indicate on the reverse side hereof how the Deposited Securities are to be voted.

The Voting Instmcti(ms must be marked, signed and returned on time in order to be counted.

By signing on the reverse side hereof, the undersxgned represents to the Deposxtary and the Company that the undersigned is duly authorized to give the
voting instructions contained therein. )
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If these Voting Instructions are signed and timely retumed to the Deposﬁary but no specific direction as to
voting is marked below as to an issue, the undersigned shall be deemed to have directed the Depositary to
give voting instructions "FOR" the unmarked issue.

FOR  AGANST  ABSTAN FOR  AGANST  ABSTAN
1 : s@| | INAl
2 L sei] [ NA
3 [ | 5(c) N/A
4 , . 5(d) -IN/A
SIGNATURE(S) " bae

| S
FoR AcANST ABSTAN
%@ N/A
5(f) N/A
5(g) N/A
5(h) N/A
'8

Pisase sl%nyou name to the Voting instructions exactly as printed above, When signing in a fid ucmry or represontahva capacity, give full title as such, Where more than one owner, each MUST sign. Voting instructions
Y8

executed covpomwn shou)d be m fu‘ll corpor.te narnn by a duly Iuthonzed cfﬁl:ar wnh tull title as such,

DETACH HERE

Approval of the Annual Meeting Date.

Approval of Financial Statements.

Discharge of Directors and Statutory Audltors »
Approval of Authorization of Share Repurchases.
Election of Directors.

(a) Jacon Stolt-Nieslen

®) James B. Hurlock

(c)— . Haakon Lorentzen -

(d) - Fernand Poimboeuf ‘
J. Frithjof Skouveroe
Niels G- Stolt-Nielsen
Bernard Vossier
Mark Woolveridge
Electlon of Statutory Audltors
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SIGNATURES

Pursuant to the requirefnents of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned,
thereunto duly authorized.

Date: April 12, 2002

STOLT OFFSHORE S.A.

Alan B. Winsor, Attorney-in-Fact
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